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In putting out this revised ‘edition’: 
of the Blue Sky Laws, every effort ~ 
has been made to meet:the needs and | 


convenience of the bond and stock 
and banking profession as well as of 
members of the bar. To this end the 
book has been made as brief and 
terse as possible and the material has 
been arranged carefully with an eye 
for convenience. This is a day of 
overlong, burdensome law books, yet 
brevity remains a virtue as of old. 
For this reason the regulations of the 
various state commissions dealing 
with the enforcement of blue sky leg- 
islation and the forms used in mak- 
ing application for license have been 
omitted. These regulations and forms 
are based upon the acts contained 


herein but are subject to constant 


change. Time will be saved and ex- 
pense awarded if those who desire 
to sell securities in any of the various 
states will apply directly to the Secre- 
tary of State at the State Capitol for 
a copy of the regulations and blanks. 
Such a request will be complied with 
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promptly, for the State Commissions 
are anxious to make the enforcement 
of the blue sky laws as easy as pos- 
sible. Indeed an effort to proceed 
without this prior request will often 


result in a waste of time and effort 


since the rules and requisites of the 
state authorities are precise and sharp 
and any failure to comply therewith 
because of change may result in a 
returned application. 

The various laws are set out in full 
except that for purposes of conven- 
ience and brevity obvious abbreviation 
have been used for such words as 
corporation, assessments, etc. By the 
loose-leaf system the laws of the 
various states will be kept strictly up- 
to-date and thus the book will be 
serviceable at all times. 


SAMUEL SPRING. 
Boston, Mass. 


October 30, 1919. 
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DECISION OF THE COURTS 
CONCERNING BLUE SKY 
LAWS 
By SAMUEL SPRING, of the Boston Bar 
Section I. History of Blue-Sky Legislation 


The history of blue sky legislation 
is an interesting episode in our ju- 
dicial and financial experience. The 
lower Federal Courts have been al- 
most as insistent in declaring blue 
sky laws unconstitutional as state leg- 
islatures have been in enacting them. 
Now that the Supreme Court of the 
United States has, in a series of 
sweeping decisions, established the 
constitutional validity of blue sky 
laws, summarily overturning the 
views of the lower Federal Courts, 
the episode can be deemed closed. 
Yet the question of the efficacy of 
such legislation will not be deter- 
mined until a longer time has elapsed 
for the enforcement of these laws. 
Is the Kansas theory or the English 
theory more in accord with the facts 
of human experience? 

For our blue sky laws originated 
in Kansas where the first law of this 
nature was passed in 1911.1 Kansas 


1. Laws 1911, Ch. 133; amd. 1913. 
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with its fertile soil and agricultural 
population, as a Canadian writer has 
put it?, “was the hunting ground of 
promoters of fraudulent enterprises.” 
The dishonest schemes became so 
brazen that it was commonly felt that 
such financial adventurers would 
gladly undertake the sale of farms 
in fee simple situated in the blue sky. 
At any rate these schemers became 
known as blue sky merchants and the 
legislation designed to exile them thus 
was called Blue Sky Laws. It is in- 
teresting to note that in 1912 the 
Province of Manitoba enacted ver- 
batim the Kansas Law of 1911. 

As early as 1894 England under- 
took an investigation of the problem 
of eliminating fraudulent financial 
promotions. A Royal Commission 
including in its membership such able 
men as Lord Davey and Sir Joseph 
Chitty, made an exhaustive review of 
the situation and in 1895 filed its 
report. The attitude of the Com- 
mission was adverse to legisla- 
tion involving a Governmental ex- 
amination of all promotion schemes 
and the, determination by govern- 
2. 36 Canadian Law Times 37. 


3. 2 Geo. v. Ch. 75. The sales of shares 
Act R. S. M. [913 Ch. 175. 
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mental officials of what securities 
could or could not be sold —the 
theory of blue sky legislation. The 
Commission felt that such a policy 
was expensive, beaureaucratic, and 
ineffective— but mainly that it 
tended to relieve the individual of a 
responsibility which he alone should 
assume and thus resulted in paternal- 
ism. The views of this commission 
were urged upon the Supreme Court 
of the United States without avail in 
the case of Merrick v. Halsey & Co. 
The remedy suggested was a law re- 
quiring the filing of full reports and 
statements particularly annual re- 
ports, so that investors had the means 
of ascertaining the facts themselves. 
Such a law was passed in 1900, 
amended in 1907, and incorporated 
finally in the Companies Consolida- 
tion Act, 1908.5 Canada has gen- 
erally followed this legislation, On- 
tario, British Columbia, Saskatche- 
wan, Alberta and Yukon enacting 
such laws. 

Sec. 2. The purpose of Blue Sky 
Laws. The evil sought to be 


4. 242 U. S. 568; 61 L. Ed. 408; 37 S. 
Ct. 227 (1917). 
5. 8 Edw. 7, C. 69. 
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checked by blue sky: laws and the 
English acts is a broad one. In the 
guise of watered stock it has become 
one of the economic and social issues 
of American politics. Blue sky leg- 
islation aims largely to reach the 
smaller, bare-faced schemer who 
seeks out the ignorant, and thus is 
designed, as one court® has put it, 
“to stop the sale of stock in fly- 
by-night concerns, visionary oil wells, 
distant gold mines and other like 
fraudulent exploitations.” Obviously 
such a law could not prevent the 
looting of some of our large rail 
road systems and enterprises — for 
example the Rock Island and New 
Haven systems—as the Interstate 
Commerce Commission has found 
has taken place. Blue sky laws are 
_ In essence merely an application of 
the principle which the leading stock 
exchanges apply of excluding all 
stocks which are not prima facie 
sound and honest. How far such 
laws will succeed only the future can 
tell. Obviously they will not solve 
the entire problem. 


6. Ala. and N. O. Transp. Co. v. Doyle 
(1914) 210 Fed. Rep. 173. For an 
interesting discussion of this case 
see note 27 Harvard Law Review 


741-743. 
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Sec. 3. The decisions of the 
lower Federal and State courts. Up 
to the time of the decisions of the 
Supreme Court of the United States 
upholding blue sky legislation six 
lower Federal Courts had held such 
laws unconstitutional and only one 
_ federal decision had upheld such 
laws. The first decision was that of 
three Federal Judges.in Alabama and 
N. O. Transp. Co. v. Doyle’ where 
the first of the Michigan Blue 
Sky Laws. was held unconstitu- 
tional, This decision carried great 
weight with the Bench and at once 
became the leading case on the sub- 
ject. The court in a per curiam de- 
cision held in this case that the law 
deprived the plaintiff of property and 
the liberty of contract to a degree 
which was not justified by the police 
power, since all securities, honest and 
fraudulent, were subjected to rigid 
investigations, and because, during 
the thirty day period set aside for in- 
spection, the securities being inves- 
tigated could not be sold, and also 
because the act imposed a direct and 
substantial burden on interstate com- 
merce. A few months before this 


( Queer gee 
7. Ala. and N. O. Transp. Co. v. Doyle 
(1914) 210 Fed. Rep. 173. 
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decision the Supreme Court of 
Arkansas? had upheld the Arkansas 
building and loan society Act as 
a valid exercise of the police 
power in restraining the freedom of 
contract. The Federal Courts like- 
wise held this act constitutional.’ 
The Supreme Court of Florida!’ 
soon after upheld the: Blue Sky 
Law of Florida ‘which it ‘held 
applied solely to corporations, . and 
argued that since a ‘state could 
exclude foreign corporations, it could 
freely regulate them. .The Court 
however, relied more on the ground 
that the act was within the police 
power, was not a burden on inter- 
state commerce and that the powers 
conferred upon the comptroller were 
administrative and not judicial, than 
it did upon the limitation of the act 
to corporations. It was the later de- 
cisions of the Féderal Courts which 
laid stress upon the fact that the 
Florida Law, since it applied only to 
corporations, was ° distinguishable. 
8. Mechanics Bldg. and Loan Assoc. v. 
‘Coffman (1913) IIo Arkansas 269; 
162 S. W: 
9.. Standard Home Co: v. Davis (1914) 


217 Fed. Rep. 904. 
10. Ex parte Taylor (1914) 68 Florida 6I; 
66 So. 292. 
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Then three Federal Judges in Comp- 
ton v. Allen™ roughly -held the Iowa 
Blue Sky Law unconstitutional and 
a few months thereafter the West 
Virginia Blue Sky Law, Judge Woods 
dissenting, in Bracey v. Darst** was 
likewise held. unconstitutional, the 
court relying entirely upon the de- 
cision in Alabama and N. O. Transp. 
Co.% The Oregon Blue Sky Law 
was next assailed in National Mer- 
cantile Co. v. Watson’* but the court 
there held that since the petitioner 
was a Canadian Corporation and had 
not complied with the law as to for- 
eign corporations it could not do busi- 
ness in Oregon, hence had no standing 
in court and that it could not assail the 
validity of the Oregon Law. In 
McKinney v. Watson!" the Oregon 
Law was attacked as unconstitutional 
by a tax-payer who sought to 
enjoin its enforcement on the 
ground that if the invalid law were 
enforced his tax rate. would be im- 
properly advanced. This Court like- 
wise avoided the question by ‘holding 
that since the act provided for the 


rx. 216 Fed. Rep. 537 (1914). 

I2. 218 Fed: Rep. 482 (1914). 

r3. 210 Fed. Rep. 173 (1914). 

I4. 215 Fed. Rep. 920. 

15. 74 Oregon Lo g4 Pac. 266 (1915). 
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collection of revenue, it did not ap- 
pear that the petitioners tax rate 
would be increased and the question 
as to the constitutional validity of the 
act was purely a moot question. In 
State v. Schofield?® the Supreme 
Court of Louisiana held that the 
Louisiana Act licensing itinerant 
agents selling stocks and bonds was 
an exercise of the ‘taxing not the 
police power, and, since not unlaw- 
fully oppressive or a burden on inter- 
state commerce, it must be upheld. 
In State v. Cadigan’* the Supreme 
Court of Vermont held that the laws 
of that State which required firms 
and partnerships as well as corpora- 
tions, organized under the laws of 
other states to meet regulations not 
imposed upon firms and partnerships 
organized under the laws of Vermont 
might result in a distinction between 
the citizens of Vermont and of other 
states and so was invalid under the 
Federal Constitution. In National 
Mercantile Co. v. Keating’! the dis- 
trict court held that since the peti- 
tioner, a Canadian corporation, was 
“ designed to profit its owners at the 
16. 136 Louisiana 702, 67 So. 557 oe 


17. 73 Vermont 245, 50 Atl. 1 Igol). 
18. 218 Fed. 477. ae 
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expense of victims enticed by pseudo 

promises and deceptive promises ” 
| it did not come into equity with clean 

hands and so could not seek to en- 

join the enforcement of the Montana 

Blue Sky Law as unconstitutional. 

In National Mercantile Co. v. Wat- 

son’? where the same corporation was 

before the court in Oregon the court 

held that “ from a cursory examina- 

tion of the scheme..... we are 

not at all persuaded that it is not en- 

gaged in a fraudulent business, .” 

The Supreme Court of North Caro- 

lina in State v. Agey? upheld the 

blue sky law of that state as a valid 

exercise of the police power. Im- | 

mediately thereafter, however, three 

Federal decisions, in each case by 

three judges, held the blue sky laws 

of Ohio,”* of South Dakota?* and of 

Michigan?’ invalid on the grounds as- 

signed in Alabama and N. O. Transp. 

Co.7* and in express reliance upon 


19. 218 Fed. Rep. 477 (1914). 
} 20. 171 N. C. 831, 88 S E. 726 (1916). 

21. Hall v. Goger-Jones Co. 230 Fed. 233. 
For a discussion of the Ohio Blue 
Sky Law see C. D. Laylin in 15 

: Mich. Law Review 360, 

22. Caldwell v. Sioux Falls Stockyards 
Co., 230 Fed. 236. 

23. Merrick v. N. W. Halsey & Co., 228 
Fed. 236. 

24. 210 Fed. Rep. 173 (1914). 
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that decision. It was felt that this 
accord in the views of the lower Fed- 
eral Courts indicated an affirmance 
of these decisions by the Supreme 
Court and this episode as to our blue 
sky laws seemed ended. One writer 
complained about the woodenness of 
our constitution? another, stating that 
“as yet the Supreme Court of the 
United States has not passed upon 
the constitutionality of the blue sky 
legislation, but there seems no reason 
to believe that when it does, it will 
reverse the well-considered and logic- 
ally developed decisions of the lower 
Federal Courts,” set out to indicate 
how the legislation of the various 
states would have to be softened and 
pared down in order to conform with 
the constitution.™ 

Sec. 4. The Decisions of the 
Supreme Court of the United 
States. But the Supreme Court of 
the United States, with only a nota- 
tion of the dissent of Justice Mc- 
Reynolds, firmly upheld the blue sky 


a5. See note 2 Va. Law Review (N. S.) 
146 (1916)... 
26. L. J. Perrin Blue Sky Laws 10 Bench 


and Bar (N. S.) 483-407 but see 
an “apologia” 12 Bench and Bar 


(N. S.) 1917. 
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laws of Ohio,” South Dakota,” and 
the amended blue sky laws of Michi- 
gan,” in three firm though not mark- 
edly illuminating decisions by Mr. 
Justice McKenna. These decisions 
evidently establish the validity of all 
blue sky legislation since they are 
based on broad conclusions®*. Thus 
the liberalizing influence of the Su- 
preme Court and the limiting of con- 
stitutional doctrines is once more ap- 
parent. 

The Supreme Court of the United 
States met the arguments advanced by 
the lower Federal Courts rather 
sharply. It held that although blue 
sky laws do limit the freedom of con- 
tract, such limitation was valid under 
the police power which the court 
termed “the least limitable of the 
exercises of Government.” In deter- 


27. Hall v. Geiger-Jones Co. 242 U. S. 
539; 37 Sup. Ct. 217; 61 L. Ed. 480 


1917). 

28. Caldwell v. Sioux Falls Stockyards 
Co. 242 U. S. 539; 37 S. Ct. 224; 
61 L. Ed. 493: 

a9. Merrick v. N. W. Halsey & Co.. 242 
U. S. 568; 37 Sup. Ct. 227; 61 L. 
Ed. 498. 

30. For a discussion of the Minnesota 
laws in the light of these decisions 
-see an interesting and able article 
by Montreville J. Brown in 3 Min- 
nesota Law Review 149. 
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mining the question whether blue sky 
legislation exceeds the police power 
and thus violates the fourteenth 
amendment, the court approached the 
question with a liberal attitude of 
mind reminding those who assailed 
the law that it was “ addressed to a 
complex situation,” and, therefore, 
must be looked at broadly. The fact 
that such blue sky laws might limit 
the earning of a livelihood, an argu- 
ment upon which counsel relied with 
great vigor, the court held was of 
little concern, stating that nothing was 
commoner than such a limitation 
under the police power. Nor did the 
court linger over the question as to 
whether or not blue sky legislation 
would effect the purpose for which 
it was enacted, simply stating that 
such considerations were for the 
legislature and not for the courts. 
Counsel had convinced the lower 
Federal Courts that the blue sky law 
placed a burden upon the great ma- 
jority of honest transactions and that, 
since the investment business could 
not be prohibited, such onerous regu- 
lation was invalid. To this, the 
Supreme Court replied that the bur- 
den placed upon the entire investment 
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business in order to sift out the fraud- 
ulent enterprises was a necessary in- 
cident of Government, and that it did 
not follow in the least, that since the 
sale of securities could not be pro- 
hibited, it could not be vigorously 
regulated. Mr. Justice McKenna 
said tersely “expenses may thereby 
be caused, and inconvenience, but to 
arrest the power of the state by such 
considerations would make it impo- 
tent to discharge its functions. It 
costs something to be governed.” 

It was further held by the Supreme 
Court that just as the law could pre- 
vent fraud in the sale of foods?! 
so it could in the sale of securities. 
In order to carry out this purpose it 
was necessary to lodge wide powers 
in an executive officer. The mere fact 
that such executive officer had the 
power to bar a vendor of securities, 
if his reputation was bad, was not a 
valid argument against the act because 
there was nothing recondite in a busi- 
ness reputation, which such an officer 
could not pass upon, and since an 
executive officer, subject to judicial 


3r. Hutchinson Ice Cream Co. v. Iowa- - 
242 U. S. 153, 61 L. Ed. 217, 37 
Sup. Ct. Rep. 28. ; 
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review, will be deemed to do his duty, 
the possibility of his exercising his 
power in an arbitrary manner would 
not of itself be sufficient to render the 
power vested in him void. The court 
also held that the act in empowering 
the commissioner to. discriminate in 
favor of securities listed in standard 
manuals of investment, did not estab- 
lish an unreasonable distinction. 

On the question as to whether or 
not blue sky legislation is a direct 
burden on interstate commerce, the 
Court found more difficulty and pur- 
sued its way warily. The court re- 
fused to follow the doctrine of Paul 
v. . Virginia,®?. and held that the 
sale of -intangible securities, un- 
like the sale of insurance policies, 
was interstate commerce, and that 
Congress, therefore,. was supreme. 
Mr. Justice McKenna then outlined 
the accepted doctrine that although 
the inaction of Congress on matters 
involving interstate commerce might 
imply. an inhibition of state action, 
nevertheless: where state legislation 
only imposes an indirect burden, the 
state is free to act until Congress 
32. Paul v. Virginia, 8 Wall. 168; N. Y. 


Life Insurance Co. v. Deer Lodge 
Co. 231 U. S. 495. 
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itself intervenes. The Court held 
that blue sky legislation did not 
necessarily prohibit the importation 
of intangible securities, but merely 
regulated those intangible securities 
within the state. The court declined 
to decide the novel question as to 
when intangible securities bought 
within the state cease to be in inter- 
state commerce. It expressed some 
difficulty in applying the doctrine of 
the original package as applied to 
tangible objects, and held that these 
questions need not be decided because 
here the burden on interstate com- 
merce was only indirect. The discus- 
sion of Mr. Justice McKenna on this 
point is significant and indicates a 
neat question which will have to be 
decided. at no remote time. 

“ We might indeed, ask, When do 
the designated securities cease migra- 
tion in interstate commerce and settle 
to the jurisdiction of the state? Ma- 
terial things, choses in possession, 
pass out of interstate commerce when 
they emerge from the original pack- 
age. Do choses in action have a 
longer immunity? It is to be re- 
membered that though they may 
differ in manner of transfer, they are 
in the same form in the hands of the 


purchaser as they are in the hands of 
the seller, and in ue hands of both 
1 
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as they are brought into: the state. 
We ask again, Do they never pass 
out of interstate commerce? ave 
they always the freedom of the state? 
Is there no point of time at which the 
state can expose the evil that they 
may mask? Is anything more neces- 
sary for the supremacy of the na- 
tional power than that they be kept 
free when in actual transportation, 
subjected to the jurisdiction of the 
state only when they are attempted 
to be sold to the individual pur- 
chaser? The questions are pertinent, 
the answer to them one way or the 
other, of consequence; but we may 
pass them, for, regarding the securi- 
ties as still in interstate commerce 
after their transportation to the state 
is ended and they have reached the 
hands of dealers in them, their inter- 
state character is only incidentally af- 
fected by the statute.’ 


Sec. 5. The Future. Thus blue 
sky legislation is firmly established in 
the United States.*%* Purely a West- 
ern doctrine originating in Kansas, 
it has spread to the great majority 
of the states of the Union. Maine 
was the only eastern state which 


33. Hall v. Geiger-Jones Co. 242 U. S. 
530: 7 Sup. Ct. 217; 61 L. Ed. 480 
IQI7 

34. Fora discussion of blue sky decisions 
see note, L. R. A. 1917 F. and 
American and English Anno. Cases 

1916 A., p. 701. 
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for many years enacted such legis- 
lation, although Connecticut, at an 
early date, adopted rigid laws af- 
fecting mining companies. Even to- 
day the doctrine is most firmly planted 
in the West and South. How far 
blue sky legislation will be effective 
in stamping out the evils which all 
citizens desire to oppress, only the 
future can tell. At any event, due 
to the open-minded attitude of the 
Supreme Court of the United States, 
no restriction will be put upon the 
various states in enforcing such legis- 
lation in the hope that it will end the 
day of the Blue Sky Merchant. 


| | 
i 
‘ 


Blue Sky Laws. 


ALABAMA. 
Act of 1919. | F 


Section 1. There is hereby created The 
State Securities Commission, to be com- 
posed of the State Superintendent of 
Banks, the Attorney-General, and the 
State Commissioner of Insurance, of 
which commission, the State Superintend- I 
ent of Banks shall be the President, and 
the Attorney-General shall be the Secre- 
tary. The commission shall have its office } 
in the office of the State Superintendent of 
Banks, and the members thereof shall 
serve without additional compensation. 

Section 2. The term “securities” as 
used in this Act shall be taken to mean 
stock certificates, shares, bonds, deben- 
tures, certificates of participation, con- 
tracts, contracts or bonds for the sale and 
conveyance of land on deferred payments 
or installment plan, or other instrument in 
the nature thereof by whatsoever name 
known and called. The term “speculative 
securities” as used in this act shall be 
taken to mean and include : (1) All se- 
curities to promote or induce a sale of 
which, profit, gain or advantage, “unusual 
in the ordinary course of legitimate busi- 
ness, is in any way advertised or prom- 
ised; (2) All securities for promoting a 
five per cent, is offered or paid; (3) all 
sale of which a commission of more than 
securities into the specified par value of 
which the element of chance or hazard, 
or speculative profit, or possible loss equals 
or predominates over the element of rea- a vl 
sonable certainty, safety and investment; j 
(4) All securities, the value‘ of which i 
materially depends on proposed or prom- | 
ised future promotion or development oR 
rather than upon present tangible’ assets E | 


sa + + 
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or conditions; (5) All securities of any ‘ 
enterprise, asorta Hon, partnership or cor- 3 


ity, 


-e 
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poration, which has included or proposes 
to include in its assets as a material part 
thereof patents, ‘formnlæ, good-will, pro- 
motion of any intangible assets, or ‘which 
has issued or proposes to issue a material 
part of the securities in payment for form- 
atle patents, good-will, promotion or in- 
tangible assets; 6) AJl -secnrities made 
pr iasned in furtherance or promotion of 
any emterprise or scheme for the sale of 
wmimproved or undeveloped land on any 
deferred payment or imstallment plan, 
when such Jands ase not situated in the 
State of Alabama; (7) Any undivided in- 
tenest ar certificate of participation based 
om any wodivided imtereat in atl royalties 
or ail leases, where the value of such un- 
divided interest or certificate of participa- 
tion matertally depends on proposed or 
promised future development: Provided, 
that this aat shall mot apply to undivided 
interests ar certificates based upon tm- 
divided oil royalties interests ar in ail 
leases where tthe interest or certificate 
based upon such interest offered for sale 
ar sold to amy one purchaser ‘exceeds one- 
twenty-fifth of the whale royalty or ‘oil 
lease; (8) Securities made or offered 
issued or used in furtherance or promotion 
of any entenprise or scheme where the 
value af such securities materially depends 
an the performance of any stipulation or 
agreement by the promoter or others to 
furnish any facility, service, utility or 
improvement. The term “speculative 
enterprise” as used is this act shall be 
taken to mean any ‘business nndertaking, 
venture or activity for the promotion or 
furtherance of which speaulative securi- 
ties as herem defmed are made, issued, 
sold or offered for sale. 

Seetion 3. It shall be unlawful hereafter 
for any person, co-partnership, association 
or conporation (Cheremafter called the 
promoter), either as principal or through 
brokers or agents, or for:any broker, agent 


- or other person, to soll or offer for sale 
E- 
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in this State by means of any advertise- 
ment, circulars or prospectus, or by any 
other form of public offering, any specu- 
lative securities unless the first shall have 

been filed with the Superintendent of 
Banks and approved by him: (1) A copy 
of the securitiesso to be promoted; (2) 
A statement of substantial detail of the 
assets and liabilities of the person or com- 
pany making and issuing such securities 
and of any person or company guarantee- 
ing the same, including specifically the 
total amount. of such securities and of any 
securities prior thereto in interest or lien 
authorized or issued by any such person or 
company; (3) the name of the fiscal 
agent, if any, who it is proposed shall 
handle the sale of such proposed securities, 
together with a statement of the financial 
standing of such fiscal agent; (4) if such 
securities are secured by mortgage or 
other lien, a copy of such mortgage or of 
the instrument creating such lien and a 
complete appraisal or valuation of the 
property covered thereby, with a specified 
statement of all prior liens thereon, it 
any; (5) a full statement of facts show- 
ing the gross and net earnings, actual or 
estimated, of any person or company mak- 
ing and issuing or guaranteeing such se- 
curities, or of any property covered by any 
such mortgage or lien; (6) all knowledge 
or information in the possession of such 
promoter relative to the character or value 
of such securities, or of the property or 
earning power of the person or company 
making and issuing or guarantceing the 
same; (7) a copy of any general or public 
prospectus or advertising matter which is 
to be used in connection with such promo- 
tion, and no such prospectus or advertising 
matter shall be used unless the same has 
been filed Jas /herein provided; (8) the 
names, addresses and selling territory in 
this state of any agents by or through 
whom any such securities are to be sold, 
and no such agents shel be employed um- 
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less such statement with respect to them 
has been filed hereunder, and there shall 
be paid to the Superintendent of Banks a 
registration fee of one dollar for each 
such agent. The payment of such fee 
shall -be payment in full for all fees for 
registration of such agent until and includ- 
ing the first day of March next following; 
(9) the name and address of such pro- 
moter including the names and addresses 
of all partners, if the promoter be a part- 
nership, and the names and addresses ot 
the directors or trustees and of any per- 
son owning ten per centum, or more, of 
the capitol stock, if the promoter be a 
corporation ‘or association ; (10) A state- 
ment showing in detail the plan on which 
the business or enterprise is to be con- 
ducted; (11) the articles of co-partnership 
or association, and all other papers per- 
taining to its organization, if the securities 
be insured or guaranteed by a co-partner- 
ship or unincorporated association; (I2) 
a copy of its charter and by-laws if the 
securities be issued or guaranteed by a 
corporation; (13) a filing fce of twenty- 
five dollars; and in no event shall anv 
speculative securities be sold or offered for 
sale until a permit shall have been issued 
as hereinafter provided; Provided, how- 
ever, that no permit shall be granted, as 
hereinafter ‘provided, unless there shall 
appear upon the subscription lists and con- 
tracts of such corporation, proposed cor- 
poration, co- -partnership or unincorporated 
association, in bold type, the amount of 
the commissions; promotion fees and other 
estimated expenses incident to the sale of 
such stock, and the interest which the off- 
cer, agent, employee or promoter selling or 
contracting to sell such stock has in such 
sale; nor shall such permit be ‘granted 
until the applicant or applicants therefor 
have entered into a bond for not less than 
one thousand dollars ($1,000) nor more 
than one hundred thousand dollars ($100,- 
700); the same to be’ Se by the Superin- 


Blue. Sky Lawes. ALAA 


tendent of Banks at not more than.ten per 
cent of the stock proposed to be issued. 
The said bonds shall be payable to the 
State of Alabama, and be conditioned upon 
the truth of the- statements set forth in 
the application for such permit, and of the 
evidence and other probative matter of- 
fered to the State official or officials, and 
upon which: the application is hased, and 
upon comphance with the- provisions of 
this act in the sale of the stock of such 
corporation, proposed corporation, part- 
nership or unincorporated association. 
Said bond must be made with a surety cam- 
pany authorized to do business in the State 
of Alabama, and the bond shall be ap- 
proved by the Superintendent of Banks. 
Any person who shall be induced to pur- 
chase any stock of any corporation, pro- 
posed corporation, co-partnership, or unin- 
corporated association by reason of any 
misrepresentation or concealment. of any. 
material facts concerning such stock, shall 
have the right to bring suit upon the bond- 
hereinabove provided for, amd such bond. 
shall stamd as security and indemnity for - 
such person: so purchasing’ the ‘stock; pro- 
vided that such person or persons shall 
not be entitled to recover more: than the 
money paid, or the acttral value of: the 
property given, or the labor performed, in 
exchange for such stock, with legal inter- 
est from the date of the payment or the 
nerformance of the services, or the trans- 
fer of the property. One or more recov- 
eries upon such bond shall not: vittate the 
same, but it shall remain in ful} force and 
effect, but: no recoveries upon: ‘such bond 
shall ever exceed the full amount:of same, 
and upon suits being filed in excess of the 
amount of same, the Superintendent: of 
Banks may require a new bond, and if 
the same is not given within thirty days, he 
may cancel the permit herein provided for. 
Whenever any permit has been issued, the 
corporation. co-partnership or unincorpo- 
rated association On Peres receiving the 


ALABAMA.. Blue Sky Laws. 


same shall file a list of the names of thei: 
or its authorized officers, agents or em- 
ployes, and the post office address of each, 
and in case of the change of any of its 
officers, agents or employes, or of their 
post office address, it shall ‘file a list of 
such changes with the Superintendent of 
Banks. 

Section 4. Every foretgn corporation 
before selling or offering for sale any 
speculative securities, in this state shall 
also file its written consent, irrevocable, 
that actions may be commenced against it 
in the proper courts of any county in this 
State in which a cause of action may 
arise, by the service of process on the 
Attorney-General, and stipulating and 
agreeing that such service of process on 
the Attorney-General shall be taken and 
held in all courts, to be as valid and bind- 
ing as if due service had been made upon 
the company itself, according to the laws 
of this or any other state, and such in- 
strument shalf be authenticated by the seal 
of said foreign corporation, and shall be 
accompanied by a duly certified copy of 
the order or resolution of the board of 
directors, trustees or managers of the cor- 
poration authorizing the said secretary and 
president to execute the same. 

Section 5. It shall be the duty of the 
Superintendent of Banks as soon as prac- 
ticable to examine the statements and doc- 
uments so filed, and if said Superintendent 
shall deem it advisable, he shall make, or 
have made, a detailed inspection, examina- 
tion, audit or investigation of the affairs 
of the makers or guarantors of such secu- 
rity, which inspection, examination, audit 
and investigation shall be at the promoter’s 
expense, and the said Superintendent shall 
have power and authority to call upon the 
makers or guarantors of such securities, 
or the person seeking to offer or offering 
the same for sale, for such information as 
he may deem necessary, and a failure on 
the part of the peteon or pérsons so re- 
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quested for information to furnish the 
same within the time prescribed by the Su- 
perintendent, not exceeding three months, 
shall be considered as a withdrawal of the 
application for permission to sell or adver- 
tise such securities. As a part of the 
aforesaid inspection, examination, audit 
and investigation, the Superintendent of 
Banks shall cause an appraisal to be made 
of the property of the makers or guaran- 
tors of such securities, which appraisal 
shall include the value of patents, formu- 
lz, good-will, promotion and intangible 
assets, if any, and said Superintendent 
shall furnish a complete statement, and 
record of his inspection, examination and 
investigation, together with a copy of the 
appraisal aforesaid, to the State Securities 
Commission hereby created. The ap- 
praisal hereinbefore provided for shall be 
made either by the Superintendent of 
Banks in person or by assistant appraisers 
and said superintendent, if necessary, may 
appoint appraisers, not to exceed three in 
number, to make such appraisal, and such 
appraisers shall receive as compensation 
for their services a sum not to exceed fif- 
teen dollars per day for the time actually 
employed in such examination and ap- 
praisal and necessary expenses actually in- 
curred, which compensation and expenses 
shall be paid by the persons, company, 
partnership or association making applica- 
tion to such State Securities Commission. 
The State Securities Commission shall 
within ten days after the Superintendent 
of Banks has made his report to it and 
has filed with the secretary of the said 
commission a copy of the appraisal as 
here-in-before provided for, examine such 
Statement, report and appraisal and shall 
give the promoter a hearing, if he so de- 
sires, and said State Securities Commis- 
sion shall have power to investigate the 
personnel of the agent or agents through 
whor: or by whom said securities are to be 
handled or sold. Hf ile Commission shalt 
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report favorably to the promoter it shall 
direct the Superintendent of Banks to 
issue a permit authorizing the sale of such 
securities, which permit may be revoked 
at any time by the said State Securities 
Commission upon complaint made and 
after hearing as herein set out: Provided, 
that whenever the company making and 
issuing such securities or the company 
guaranteeing the same is a company whose 
business is under the supervision or con- 
trol of one of the State Departments, said 
permit shall not be effected until the same 
shall have been approved by the head of 
such State Department; Provided, fur- 
ther, that upon complaint or objection as 
to the issuance of the permit being made 
to the Superintendent of Banks or to the 
State Securitics Commission and upon no- 
tice being given to the Superintendent of 
Banks of such complaint or objection, said 
Superintendent may forthwith suspend the 
order granting the permit pending a final 
hearing, and during such suspension no 
securities shall be sold or offered for sale. 
It shall be the duty of Superintendent of 
Banks upon issuing the order of suspen- 
sion forthwith to notify the promoter or 
parties affected by such order and to set 
a time and place for the hearing of such 
complaint by the said State Securities 
Commission, which hearine shall not be 
later than thirty days from the date oi 
said order of suspension. It shall be sufh- 
cient notice to the promoter or parties in- 
terested in the complaint and in the order 
of suspension, if the Superintendent of 
Banks shall mail such notice to the ad- 
dress of such promoter or parties inter- 
ested as furnished at the time of the filing 
of the application. If the State Securities 
Commission, upon a full hearing, shall find 
that there are iust grounds for the com- 
plaint made and that the promoter, agents 
or other parties connected with the sale of 
the securities as representatives of the pro- 
moter have violated any of the provisions 
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of this Act, or the orders of the State 
Securities Commission, or of the Superin- 
tendent of Banks made under the provi- 
sions of this Act, and within the scope 
thereof, said State Securities Commission 
shall make an order cancelling the permit 
hereinbefore granted. The said State Se- 
curities Commission at the time of grant- 
ing of the permit as herein provided shall 
determine and fix the maximum amount 
that may be paid as and in the way of a 
commission for the sale of such securities, 
which amount shall include the cost of ad- 
vertising, office expenses and all other ex- 
penses connected with the sale of such 
securities; Providcd; that no permit as 
herein set out shall be granted by the said 
State Securities Commission for the sale 
of any. securities where such sccurities are 
to be sold and handled on commission or 
for a consideration by any officer or direc- 
tor of the company handling such securi- 
ties for sale or by any officer or director 
of the company issuing or guaranteeing 
the same. And provided further that be- 
fore any permit shall issue by the Super- 
intendent of Banks under the order of the 
State Securities Commission as herein 
provided, all stock or securities of any 
kind issued or to be issued in payment of 
property, patents, formule, good-will, pro- 
motion or intangible assets, shall be de- 
posited by the person to whom they are 
to be issued, or by the company or pro- 
moter issuing them, with the Superintend- 
ent of Banks of the State of Alabama, to 
be held by him until the securities for the 
sale of which the permit has been granted 
shall have been sold, and until there shall 
have been filed with the Superintendent 
of Banks a statement under oath by the 
proper officer of any company or by the 
promoter, showing that the requirements 
made by the said State Securities Com- 
mission or by the Superintendent of Banks 
have heen made met; that the securities 
have been sold oR in the way provided 
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for in this Act; and that there has been 
a full compliance with the provisions of 
this act and with the orders of the Super- 
intendent of Banks or the State Securities 
Commission, or both; and if it shall appear 
and the board shall find that said state- 
ments are true and that there is no fur- 
ther reason why such promoter or com- 
pany should continue under. the control of 
the said Superintendent of Banks, or State 
Securities Commission, or both, and: that 
no good purpose would be served by said 
promoter or company remaining under the 
control of said State Securities Commis- 
sion, or Superintendent of Banks, or both, 
said State Securities Commission shall 
make an order cancelling the permit there- 
tofore issued and permitting the with- 
drawal of the securities held in escrow 
and their return to the parties depositing 
the same, and no assignment or transfer 
of such securities in escrow shall be bind- 
ing upon the Superintendent of Banks un- 
less approved by the said State Securities 
Commission. 

Section 6. If the State Securities Com- 
mission, from the statements, papers and 
documents on file, and from the investiga- 
tion, appraisal and report of the Superin- 
tendent of Banks, and from evidence fur. 
nished, or from its own investigation, shall 
find, ( 1) that the makers or guarantors of 
such securities are insolvent, or are in fail- 
ing circumstances, or are not trustworthy ; 
(2) that the promoter’s plan of business is 
unfair, inequitable, dishonest or fraudu- 
lent: (3) that the promoter’s plan of busi- 
ness does not adequately secure investors 
against the unlawful dissipation or misap- 
plication of the funds of the enterprise or 
business; (4) that the promoter’s liter- 
ature or advertising is misteadi ing and cal- 
culated to deceive purchasers or investors; 
(S) that the securities offered or to be 
offered, or issued or to be issued in pav- 
ment for property, patents. formule, good- 
will, promotion or oe asset, are in 
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excess of the reasonable value thereof; 
(6) that the enterprise or business of the 
promoter is unlawful or against public pol- 
icy; (7) or is a mere scheme of the pro- 
moter or promoters to dispose of worthless 
securities or securities of no intrinsic 
value, at the expense of the purchasers of 
the aforesaid securities; the said State 
Securities Commission shall reduce its 
findings to writing and attest the same by 
the signature of the chairman and secre- 
tary thereof, and shall refuse to issue a 
permit to the applicant or applicants for 
the sale of such securities and it shall 
thereafter be unlawful for the promoter 
or any broker or agent of such promoter 
to sell or offer for sale by means of any 
advertisement or circular or prospectus, 
or by any other form of public offering to 
attempt to promote the sale of the securi- 
ties of such speculative enterprise in this 
State. 

Section 7. Any person, co-partnership, 
association or corporation being dissatis- 
fied with any finding or findings of the 
State Securities Commission made in ac- 
cordance with the provisions of this Act, 
may within thirty days from the making 
thereof commence a suit in the Circuit 
Court of Montgomery County, Alabama, 
against said State Securities Commission 
as defendant, to vacate and set aside said 
finding or findings on the ground that the 
said findings are unjust or unreasonable. 
The rules of pleading and procedure in 
such suit shall be the same as are provided 
by law for the trial of equitable actions 
in the Circuit Courts of this State and on 
the hearing the judge of said court may 
set aside, modify, or confirm said findings 
as the evidence and the rules of equity may 
require. Appeals may be taken from the 
decision of the Circuit Court to the Su- 
preme Court by either party in the same 
manner as is provided by law in other civil 
cases in equity, but the Commission may 
appeal without bond pending any such ac- 
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tion, the said findings of said State Secu- 
rities Commission shall be prima facie 
evidence that they are just and reasonable 
and that the facts found are true, and 
pending any such action the said finding 
of the State Securities Commission shail 
remain in fall force and effect. If no 
such suit be brought to set aside said find- 
ings within thirty days the same shail be- 
come final and binding. 

Section 8. No amendment of the char- 
ter, articles of incorporation, constitution 
or by-laws of any such corporation or the 
articles of association or by-laws of any 
unincorporated association subject to this 
act, shall become operative until a copy of 
the same has been filed with the Superin- 
tendent of Banks as provided in regard 
to the origmal filmg of charters, articles 


` of incorporation, or association, constitu- 


tion and by-laws, and upon such amend- 
ment, no further business shall be con- 
ducted in this State until this section as to 
filing copy of amendment has been com- 
plied with and the same approved by the 
Superintendent of Banks, and it shall be 
unlawful for any such person, co-partner- 
ship, association or corporation to transact 
business on any other ptan than that set 
forth in the statement required to be filed 
by Section 3 of this act, or to make, oe 
sell or offer for sale any “ security ” 

“ securities” required to be filed by ad 
tion 3 of this act, until a written statement 
showing in full detail the proposed new 
plan of transacting business and a copy 
of the proposed new “security” or “ se- 
curities” shall have been filed with the 
Superintendent of Banks, in like manner 
as provided in regard to the original plan 
of business and proposed “security” or 
“ securities.” 

Section 9. The provisions of this act 
shall not apply to (a) securities of the 
United States; or any foreign government ; 
or of anv state or territory; or of any 
county, city, a district or other 
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public taxing subdivision of any state or P 
territory of the United States or any for- 4 
eign government; (b) public or quasi- aa ee 
public corporations; (c) State or national 
banks or trust companies, mortgage com- 
panies dealing exclusively in bona fide 
mortgages on farm and city real estate or 
building and loan associations authorized 
by the State Securities Commission to do 
business in this State; (d) securitics of 
any domestic corporation organized with- Pa 
out capitol stock and not for gain, or profit [ 
and not for business or commercial pur- 
poses or organized for purely religious, 
educational, charitable or reformatory 
purposes or the like. 

Section 10. The general accounts of 
every person, co-partnership, association 
or corporation, issuing or guarantceing 
any securities subject to the provisions of 
this act, shall be kept in a business like 
and intelligent manner and in sufficient 
detail so that the Superintendent of Banks 
or his authorized representative can ascer- 
tain at any time the financial condition of 
such person, co-partnership, association or 
corporation, and the books of account and 
affairs of any such person, co-partnership, 
association, of corporation, shall he sub- 
ject to examination by the said Superin- 
tendent or upon his direction by his assist- 
ants, accountants or examiners, at any time 
said Superintendent shall deem it advis- 
able, and in the same manner as is now 
provided for the examination of State i 


banks; and such person, co-partnership, 
association or corporation shall pay a fce 
for each of such examinations, of not to 
exceed fifteen dollars ($15.00) for each a 
day or fraction thereof, plus the actual f 
traveling and hotel expenses of said Su- | 
perintendent, assistant, accountant, or ex- f 
aminer, that he is absent from the Capital | 
of the State for the purpose of making | 
such examination. And it is provided 
further, that every .crson, co-partnership, 
association or cornoration making or 
13 
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guaranteeing any securities subject to the 
provisions of this Act, shall file at the 
close of business December 31st, March 
31st, June 30th and August 31st, of each 
year, and at such other times as may be 
required by the Superintendent of Banks, 
a Statement, certified by the oath of some 
person having actual knowledge of the 
facts therein stated, setting forth, in such 
form as may he prescribed by said Super- 
intendent of financial conditions, amount 
of property and liabilities of such person, 
eo-partnership, association or corporation 
and such other information as said Super- 
intendent may require. Each statement 
shall be accompanied by a filing fee of 
two dollars and fixty cents ($2.50). It 
shall be unlawful for any person, partner- 
ship, association or corporation subject to 
the provisions of this act, failing or refus- 
ing to comply with the provisions of this 
section within ten days after compliance 
as required, to thereafter sell or offer for 
sale in this State any speculative stock 
which said person, partnership, association 
or corporation is selling or offering for 
sale in this State. 

Section r1. The Superintendent of 
Banks shall have power upon reasonable 
notice upon his own initiattve or upon 
complaint of any responstble person, to 
make or have made such special inspection 
or investigation as he may deem necessary, 
in connection with the promotion, sale, 
disposal or offering for sale or disposal in 
this State, of any certificates, shares, 
stocks, bonds, securities, contracts or 
bonds for deeds, to determine whether the 
same constitute a violation of this act or 
any other statute of this State, by any 
individual, co-partnership, corporation, or 
association, promoting, offering, selling or 
pledging the samme; and the said Superin- 
tendent of Banks, his assistant or deputy 
shall have the power to issue subpoenas 
and process compelling the attendance of 
any person and a production of any 
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papess or books. fos,the -pugpases.,of , sych mae 
investigations: apd; examipation, and; shall _ at 
have; Pawer: to. administer - azy: oath, to .any } 
PEFEOI, Whose., testimony,.may be required r 
OB, SUGH exanNHation,.or investigation; and F 
any. pgzson who shall. refyse,.toa,obey any | 
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the. county, jal for,ne¢, more,than, ninety. 
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ment; ake, apy; person, who ; wilfully, makes i 
a false,-angwer; to -any..question uadez. oath | 
in apy. investigation .or, examination, uader 
this Act shall be guilty of perjury anq be. 3 ) 
punished, on,, conviction, as- prescribed. by l - 
Section: 7544:0$ the. Code.of 1907.. Upo 
thę.-conçlysion of, any. such, investigation, 
the, Superintendent may make . findings of. 
fact, toughing.the matter.or matters under 
investigation, and- sugh findings. shall. be. \ 
prina ,facig,. evidence. of. the truth. of the 
matters., thereen. found by, the Superin- 
tendgnt.in .any.agction, either civil or crim. 
inal, instituted., under, any, of. the laws or 
statuges..of, this. State,-againgt, the. person; 
PRESONS, parinership,- corporation: or asso- 
ciation, The-notice, herein provided for 
max, de gjvegby registered,-letter mailed to 
the, laste Rewa, address,,of, the. person, or 
PSESONEy; Daningr ship, association. or cor- 
PORIIN, to. be. investigated. amd. the. said: 
Superintendent's certifigate shall. be suf-. 


ficient evidence of such notice. and, the 
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of a felony, and on conviction in any court ` 
of competent jurisdiction punished by a 
fine of not less than one hundred dollars 
($100.00) or more than five thousand 
($5,000.00), or by imprisonment in the 
State penitentiary for not less than one 
nor more than five years, or by both such 
fine and imprisonment. 

Section 13. Any person, partnership, 
association or corporation who shall com- 
mit in this State any act declared unlaw- 
ful by sections 3, 5, 8 or Io of this act, 
shall be deemed guilty of a felony and 
on conviction in any court of competent 
jurisdiction be punished by a fine of not 
less than one hundred nor more than five 
thousand dollars, or by confinement in the 
Alabama State penitentiary for a term of 
not less than one nor more than seven 
years. 

Section 14. This Act shall not apply to 
the owner of any speculative security who 
is not the maker or issuer thereof, who 
shall acquire. and sell the same for his 
own account in good faith in the usual and 
ordinarv course of business, and not for 
the direct or indirect promotion of any 
enterprise or scheme within the purview of 
this act. Repeated or successive sales of 
any such speculative security or securities 
shall he prima facie evidence that the claim 
of ownership is not bona fide, or is a mere 
shift or device to evade the provisions of 
this act: Provided, that this act shall 
apply to brokers and stock exchanges and 
membhers thereof engaged in the purchase, 
handling and sale on the market of specu-. 
lative securities, either as owners or for 
a commission. 

Section 15. All fees herein provided for 
shall be collected by the Superintendent of . 
Banks and shall be turned into the State 
Treasury. In addition to the assistant 
appratsers herein above authorized, the 
Superintendent of Banks mav appoint. by i 
and with the approval of the Securities 
Commission and the aeo extra clerks 
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or special assistants, from time to time, 
as needed. One of the assistant apprais- 
ers may be selected and appointed by the 
State Superintendent of Banks by and 
with the approval of the Commission and 
the Governor, to have special charge of 
the administration of this act under the. 
direction and authority of the State Su- | 
perintendent of Banks, and for his services . 
shall be paid a salary not to exceed two 
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thousand dollars per annum. All expenses, 1A 
including salaries, clerk hire and the I 
like shall be paid out of available funds m 


in the treasury on the Auditor’s warrant 

for the payment of bills itemized and cer- 

tified to by the State Superintendent of 

Banks and by the Governor. ; a 
Section 16. Any person who shall know- f 

ingly or wilfully subscribe to or make, or J 

make, or cause to be made any false state- 

ments or false entry in any book of ac- - 

count of any person, co-partnership, asso- i 

ciation or corporation, subject to the pro- 

visions of this act, or exhibit any false 

paper with intention of deceiving any per- l \ 


son authorized to examine into the affairs 
of such person, co-partnership, association 
or corporation, or who shall make or pub- 
lish any false statement of the financial 
condition of any person, co-partnership, 
association or corporation subject to the 
provisions of this Act, or shall knowingly 
make any false statements materially affect- 
ing the value of the stocks, bonds or other 
securities offered for sale by any such 
person, co-partnership. association or cor- 
poration, shall be deemed guilty of a 
felony and upon conviction thcreof shall be 
fined not less than one hundred dollars 
nor more than five thousand dollars, or 
shall be imprisoned not less than one year 
nor more than ten years in the State peni- 
tentiary. 

Section 17. No person, co-partnership, 
association, company or corporation shall, 
within this State, deal in or offer for sale 
real estate not peace in Alabama, of 
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which the said person, co-partnership, 
association, Company or corporation is not 
the bona fide owner, unless there shall first 
have been filed with the Superintendent of 
Banks and approved by him the following, 
that is to say: (1) A written statement 
of the applicant containing a pertinent de- 
scription of the real estate, the sale of ali 
or a part of which is sought to be made; 
(2) the nature and source of the title of 
the owner thereof; (3) the amount or 
value and the nature of the consideration 
paid or allowed by him therefor; (4) the 
names of the owner or owners of such 
property, and the party or parties from 
whom. the property was purchased; (5) 
a copy of the conveyance or other instru- 
ment under which the owner or owners 
hold, claim, or own the same; (6) the 
incumbrances upon said property, and a 
copy of all instruments creating a lien, 
mortgage, incumbrances or other charge 
against the property; (7) if the property 
is in a town or city, then the population 
by the last census of the said town or city 
shall be stated, and if in a county outside 
of a town or city, the name and popula- 
tion by the last census of said county, and 
the present estimated population thereof, 
and of any town or city in which the said 
property may be situated; (8) whether 
the property is improved or unimproved 
and the nature of such improvements, if 
improved, supported by affidavit as to the 
value of the improvements, and when 
they were made; (9) also a general de- 
scription of the topography of the land, 
and whether covered by any water, lake 
or pond, or whether same is all dry land, 
and what water course, if any, runs 
through or near the same, and its relation 
to the property to be sold; (10) if it is 
proposed to sell a lot or lots as a part of 
a subdivision, there shall be filed a copy 
of the plat or map of the sub-division; 
(11) a statement of the taxes that were 
paid upon the prover? or sub-division at 
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the last tax paying period, and at what 
amount the property or sub-division was 
assessed for taxes, and whether for state, 
county or city taxation at the last tax 
period of assessment; (12) if the said 
property or sub-division produces any in- 
come, state the amount of the income 
therefrom for the twelve months preced- 
ing the filing of the information here re- 
quired, and if no income was received 
therefrom, then so state; (13) a copy of 
any public prospectus or advertising mat- 
ter which is to be used in connection with 
such promotion or sale, and no such pro- 
spectus or advertising matter shall be 
issued or used unless the same shall be 
filed as herein provided; (14) the name, 
address, and selling territory in this state 
of any agents by, or through whom, such 
real estate or land are to be sold, and no 
such agent shall be employed unless such 
statement with respect to them has been 
filed hereunder, and there shall be paid 
to the Superintendent of banks a registra- 
tion fee of $1.00 for each such agent, 
which payment shall be in full for all fees 
for registration of the agents until and in- 
cluding the first day of March next follow- 
ing; (15) the name and address of the 
promoter or seller; the names and ad- 
dresses of all partners, if the promoter be 
a partnership; and the names and ad- 
dresses of the directors or trustees and 
any person owning ten per centum or more 
of the capital stock of the corporation, if 
the promoter be a corporation or associa- 
tion, and the names of all parties in the 
sub-division owning as much as ten lots 
thereof; (16) in no event shall lots or 
real estate, coming within the terms of 
Section 17 of this Act, outside of the State 
of Alabama be sold, advertised or offered 
for sale in this State until a permit shall 
have been issued under the authority of 
this act. 

Sub-Section (1). It shall be the duty of 
the Superintendent ot Banks as soon as 
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practicable to examine the statements and 
documents so filed, and if he deem it ad- 
visable, he may make or have made a de- 
tailed inspection or examination of the af- 
fairs of the owner, sellers or promoters of 
the said real estate, which shall be at the 
promoter’s expense or owner’s expense, 
and the Superintendent shall have power 
to call upon the person secking to sell or 
offering the said real estate or lots for 
sale, for such information as he may deem 
necessary, and a failure on the part of the 
person or persons so requested for infor- 
mation to furnish the same shall be con- 
sidered as a withdrawal of the application 
for permission to sell or advertise such 
lots or real estate, and the said Superin- 
tendent shall furnish a complete statement 
and record of his inspection and examina- 
l tion, and of all other information obtained 
by or filed with him as hereinabove re- 
i quired to the State Securities Commis- 
sion; (2) any investigation, inspection of 


|a appraisal of said lots or real estate shall 
4 be made in the manner, and upon the 
terms and conditions herein prescribed, in 

t reference to securities, to be examined 


and appraised and with the same conse- 

quences, and the expense is to be paid in 

i the same way as an appraisal of securities 

i and in the same amount; (3) the said 

Da State Securities Commission, within ten 
i | days after the Superintendent of Banks 

eo has made his report to it, and has filed 

with the Secretary of the board any infor- 

mation or documents received, or any ap- 
praisal and report submitted to him, shall 
have power to make an independent inves- 
tigation and examination of the affairs of 
the promoter, owner, or proposed seller 
of such lands and lots, and shall have 
power to investigate the personnel of the 
agent or agents through whom or-by whom 
said lots or lands are to be handled or 
sold; (4) it shall direct the Superintendent 
of Banks to issue a permit authorizing the 
sale of the lots or As if, in its opinion,, 
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it is proper and safe to investors in this 
State that such permit shall be granted, 
which permit may be revoked at any time 
by the Securities Commission upon com- 
plaint made, and after hearing, as herein 
set out; (5) upon complaint being made 
to the "Superintendent of Banks or the 
State Securities Commission and notice 
given to the Bank Superintendent of such 
complaint, he may forthwith suspend the 
order granting the permit, pending a final 
hearing, and during such suspension no 
such lots or lands shall be sold or offered 
for sale; (6) notice shall be given to the 
promoter, owners, or proposed sellers af- 
fected by such order of the time and place 
for hearing of the complaint by the Se- 
curities Commission not later than thirty 
days from date of the order of suspension, 
and the notice may be given by mail to the 
address of such promoter or parties inter- 
ested, as furnished at the time of filing of 
the application; (7) if the Securities 
Commission, upon the hearing shall find 
that there are just grounds for complaint 
or that the promoter, agents or other par- 
ties connected with the sale of said lots 
or lands, have violated any provisions of 
this act, or orders of the Securities Com- 
mission, or of the Superintendents of 
Banks, under the provisions of the act or 
within the scope thereof, the Securities 
Board shall make an order cancelling the 
permit theretofore granted. 

Sub-Section (2). It shall be unlawful, 
in this State, for any corporation, associa- 
tion or co-partnership doing business un- 
der any name other than the name oy 
names of such corporation. association or 
co-partnership or of all the members of 
such association or co-partnership to sell 
any real estate not located in Alahama, 
or for anv person cngaged in the busi- 
ness of dealing in real estate to sell or 
offer for sale any such real estate, the 
title to which is represented to the pur- 
chaser to be in the name of a corporation 


a 


P; 


F 


4 


ALABAMA. Blue Sky Laws. 


of unincorporated company, or of a per- 
son doing business under a fictitious name. 
This section shall apply where the title 
to such property is held in the name of a 
trustee for any corporation or fer any 
such described. persom or company, but it 
shall not be deemed to prohibit the dis- 
posal by an owner of his own property, 
in good faith amd net for the purpose 
ef avoiding the provisions. of this act, 
where the transaction is: not one of re- 
peated transactions of a similar nature, 
perfortred as a part of the business. of 
dealing in real estate; nor shall m be 
deertied to prohibit a railroad company 
having an immigration bareau’ or de- 
partment fronr advertising either directly 
or through its accredited representatives, 
the fact that there are along its route lands 
for colonization or sale; provided, that suck: 
advertisine be not of specific tracts or réal 
estate, and not for the purpose of avoid- 
ing the provisions of this: act. 

Section 18. If it shall appear, after any 
inspéctfon or examination, provided by this 
act, and after the filing of all the informa- 
tion required by this act with the State Se- 
curitiés Commission that the law has been 
complied v with, and that the business of the 
applicant is not or to be fraudulently con- 
nected, and that the proposed disposal of 
such Securities or other property is nor 
on grossly unfair terms, and in the case 
of sécuritics that the promoter or owner 
is solvent, upon the payment of a fee of 
ten dollars, the Commission shalf issue 
its certificate to that effect, authorizing 
such disposal. But if it shall not so ap- 
pear the Commission shall so notify the 
applicant, promoter, owner, or proposed 
seller, in writing, of its refusal to issue 
such certificate. Such certificate shall be 
issued or refused within a reasonable time 
after the filing of the application therefor, 
which shall be within not more than thirty 
days from and after the applicant has fully 
complied with all requirements of this act, 
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and applicant shall have the same right 
of review of such findings as is given to 
a dealer in securities by section 7 of this 
act, in the case of appeals from the decision 
of the State Securities Commission to the 
Circuit Court of Montgomery County, in 
this State, when there is dissatisfaction 
with the finding or findings of the State 
Securities Board, in respect to authority 
to sell or offer for sale securities in this 
State, under the terms of section 7 of this 
act. Where the case is not specifically pro- 
vided for in the Sections of this Act, deal- 
ing with the sale or offering for sale ot 
lands or real estate situated outside of 
the State of Alabama, then the same pro- 
cedure and remedies shall govern and con- 
trol in respect to regulations and conditions 
upon which such sale of such lots or real 
estate can be made (as far as they can 
be made applicable), as in the case of pro- 
cedure and regulations concerning the sale 
of securities under those sections of this 
act prescribing regulations for dealing with 
and the selling, offering, or advertising se- 
curities, and so regulating the same as to 
Protect investors of this State. 

Section 19. Whoever knowingly makes 
any false statement of fact in any statement 
or matter of information required by sec- 
tion 17 of this Act to be filed with the 
Superintendent of Banks, or with the State 
Securities Commission, or in any advertise- 
ment, prospectus, letter, circular or other 
document, containing an offer to dispose 
of or solicitation to purchase, or com- 
mendatory matter concerning such real 
estate, with intent to aid in the disposal 
of the same, or whoever knowingly violates 
any of the provisions of section 17 of 
this Act, or any of its sub-sections. for the 
Purpose of aiding in the disposal of anv se- 
curities or real estate coming within section 
17 of this Act, concerning any license or 
certificate issued under the provisions here- 
of shall be fined not less than five hundred 
dollars, nor more than five thousand dol- 
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lars or imprisonment in the penitentiary not 
more than three years, one or both; and 
whoever violates any of the provisions of 
this act for which a punishment has not 
already been provided, shall be fined nos 
less than fifty dollars nor more than one 
thousand dollars, or be subject to impris- 
onment at hard labor for the county for 
not exceeding twelve months for each of- 
fense, punishment to be fixed by the court 
or judge trying the case. The State Se- 
curities Commission is hereby vested with 
authority to make and publish all rules 
and regulations which may be necessary or 
proper to the exercise of the powers herein 
conferred or in the conduct of the busi- 
ness. intrusted to it, and performance oi 
the duties imposed upon it, which rules and 
regulations may be made applicable to the 
authority and duties of the State Superin- 
tendent of Banks and all officers and em- 
ployees of the Commission. 

Section 20. Should the Courts declare 
any section or clause of this act unconsti- 
tutional, then such decision shall affect only 
the section or clause so declared to be un- 
constitutional, and shall not affect any other 
section or part of this act. 

Section 21. This Act shall take effect 
sixty days after approval of the Governor. 

Approved Sept. 29, 1919. 
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ARIZONA 


Revised Statutes (1913) Civil Code, 
Title 9, Chap. 9, as amended March 17, 
20, IQIQ. 

P. 2259. Every Corp., every copartner- 
ship or Co. and every Asso. (other than 
State and Nat. banks, and Corps. not or- 
ganized for pecuniary profit) organized, or 
which shall be organized, in this State, 
whether incorporated or unincorporated, 
which shall sell or negotiate for the sale 
of any stocks, bonds, or other securities of 
any kind or character other than bonds of 
the U. S., the State of Arizona bonds, or 
bonds of some county, city. town or school 
district therein, to any person or persons 
in the State of Arizona, other than those 
specifically exempted herein, shall be known 
for the purposes of this Chap. as a domes- 
tic Invest. Co. Every such Invest. Co. or- 
ganized in any other State or Gov't, or or- 
ganized under the laws of any other state 
or Gov3t, shall be known for the purposes 
of this Chap. as a foreign Invest. Co. 

P. 2260. Before offering for sale, or at- 
tempting to sell, any stocks, bonds, or other 
securities of any kind or character other 
than those specifically exempted in the 
preceding section, to any person or persons, 
or transacting business of any kind what- 
ever in this State, excepting that of pre- 
paring the instruments hereinafter required, 
every such Invest. Co., domestic or foreign, 
shall file in the office of the Corp. Com. 
of this State the following instruments, 
to-wit: A statement showing in full detail 
the plan upon which it proposes to transact 
business; a copy of all contracts, bonds, 
or other instruments which it proposes to 
make with, or to sell to, its subscribers: 
a statement which shall show the name and 
location of the Invest. Co., and an itemized 
account of its actual financial condition, 
and the amount of the propertv owned by 
it, and its liabilities. and such other in- 
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formation touching its affairs as the Corp. 
Com. may require. 

If such Invest. Co. be a co-partnership 
or an unincorporated Asso., it shall also 
file with the Corp. Com. a copy of its 
articles of co-partnership and all such other 
papers pertaining to its organization as may 
be required by the Corp. Com. 

All such Invest. Co.’s shall also file in 
the office of the Corp. Com. such other in- 
struments and documents as may be re- 
quired by the general laws of this State 
appertaining to Corps., both foreign and 
domestic, and such other papers and docu- 
ments as the Corp. Com. may require. 

P. 2261. All of the above described in- 
struments shall be verified by the oath of 
a member of the co-partnership or Co., 
if it be a co-partnership or Co.; or by the 
oath of a duly authorized officer, if it 
be an incorporated or unincorporated Asso. 
All such papers, however, as are recorded 

or are on file in any public office, shall be 


4 further certified to by the officer of whose 

records or archives they form a part, as 

t being correct copies of such records or 
archives. 


P. 2262. Every foreign Invest. Co. shall 
also file its written consent, irrevocable, in 
the office of the Corp. Com., that actions 
may be commenced against it. in the proper 
court of any county of this State in which 
the cause of action may arise or im which. 
the plaintiff may reside, by a service of 
process upon an agent, Atty., or other per- 
son designated by such Co., and residing 
within this State, and stipulating and agree- 
ing that such service of process on the 
person so designated shall be taken and 
held in all courts, to be as valid and bind- 
ing as if due service had been made upon 
the Co. itself, according to the laws of this 
or any other State, and such instruments 
shall be authenticated by the seal of such 
foreign Invest. Co. and by the signature 
| \ of a member of such co-partnership or Co.. 
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if it be a co-partnership or Co., or by the 
signature of the Pres. and Sec. of the 
incorporated or unincorporated Asso., if it 
be an incorporated or unincorporated Asso., 
and shall be accompanied by a duly certified 
copy of the order or resolution of the board 
of directors, trustees, or managers, of the 
Corp. authorizing the said Sec. and Pres. 
to execute the same. 

P. 2263. It shall be the duty of the 
Corp. Com. to examine the statements and 
documents so filed, and if said Corp. Com. 
shall deem it advisable it shall make, or 
have made, a detailed examination of such 
Invest. Co.’s affairs; such examination shall 
be at the expense of such Invest. Co., as 
hereinafter provided; and if it finds that 
said Invest. Co. is solvent, that its articles 
of incorporation or Asso., its constitution 
and by-laws, its proposed plan of business 
and proposed contract contains and pro- 
vides for a fair, just and equitable plan for 
the transaction of business, and in its judg- 
ment promises a fair return on stocks, 
bonds, or other securities, by it offered for 
sale, the Corp. Com. shall issue to such 
Invest. Co. a statement, reciting that such 
Co. has complied with the provisions of 
this Chap., that detailed information in 
regard to the Co. and its securities is on 
file in the office of the Corp. Com. for pub- 
lic inspection and information, that such 
Invest. Co. is permitted to do business in 
this State, and such statement shall also 
recite in bold type that the Corp. Com. in 
no wise recommends the stock, bonds or 
other securities to be offered for sale by 
such Invest. Co. But if said Corp. Com. 
advises that such articles of incorporation 
or Asso., charter, constitution and by-laws, 
plan of business or proposed contract con- 
tain any provisions that are unfair, unjust, 
inequitable or oppressive to any class of 
contributors, or if it decides from its ex- 
amination of the affairs of said Invest. Co. 
that the said Invest. Co. is not solvent and 
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does not intend to do a fair and honest 
business, and in. its. judgment does not 
promise a fair return on the stocks, bonds 
or other securities by said Invest. Co. 
offered for sale, then the Corp. Com. shali 
notify such investment in writing of its 
findings, and it shall be unlawful for such 
Co. to do any further business in the State 
until it shall so change its constitution and 
by-laws, articles of incorporation or Asso., 
its proposed plan of business, and proposed 
contract, and its general financial condition, 
in such manner as to satisfy the Corp. Com. 
that it is solvent, and its articles of in- 
corporation or Asso., its constitution and 
by-laws, its proposed plan of business, and 
proposed contract, provide for a fair, just 
and equitable plan for the transaction of 
business and does, in the judgment of the 
' Corp. Com. promise a fair return on stocks, 
i bonds, or other securities by such Invest. 
\ Co. offered for sale; provided, that all ex- 
\ penses paid or incurred and all fees or 
2 charges received or collected for any ex- 
amination made under the provisions of 
this section of this Chap. shall be reported 
in detail by the Corp. Com. and a full 
ane report and record thereof made in detail. 
z The Com. shall charge and collect the 
i p following fees: 
1. For filing any application for a per- 
: mit to issue securities, $10, plus 
| 1/20 of 1% of the value of the securities 
sought to be issued up to and including 
$50,000 ; 

1/25 of 1% of such amount in excess of 
$50,000 and not exceeding $100,000; 

1/50 of 1% of such amount in excess 
of $100,000 and not exceeding $500,000; and 

1/100 of 1% of such amount in excess 
of $500,000. 

The value of such securities shall be 
deemed to be their par or face value, if 
they have a par or face value; otherwise, 
the price at which the Co. proposes to sell 
or issue the same, or the value, as alleged 

4: 
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in the application of the consideration (if 
other than money) to be received in ex- 
change therefor. 

2. For filing any application for a permit 
or other authority to make dividends, cre- 
ate debts, or to divide, withdraw, increase, 
reduce or pay to the stockholders, or any 
of them, the capital stock, or any part 
thereof, the same amount that would other- 
wise be chargeable or collectable if such 
application were for a permit to issue se- 
curities. 

Provided, that in any such case the value 
shall be determined by the amount of 
dividends made, debts created, or capital 
stock divided, withdrawn, increased, re- 
duced or paid. 

All fees collected by the Corp. Com. un- 
der the provisions of this Chap. shall be 
paid into the State Treasurv and credited 
to the “ Corporation Commission Invest- 
ment Company Fund” and such part 
thereof as may be necessary to be used 
by the Com. in carrying out the provision 
of this Act, shall be paid by the State 
Treasurer upon warrant drawn by the 
State Auditor on such fund from time to 
time in favor of the Com. for the amounts 
expended under its direction. Approved 
March 20, 1919. 

P. 2264. It shall be unlawful for any 
Invest. Co., either as principal or agent, 
to transact any business, in form or char- 
acter similar to that set forth in Sec. 1 
of this Chap. except as is provided in Sec. 
2 of this Chap., until it shall have filed the 
papers and instruments hereinbefore pro- 
vided for. No amendment of the charter. 
articles of incorporation, constitution, and 
by-laws, of any such Invest. Co. shall be- 
come operative until a copy of the same 
has been filed with and approved by the 
Corp. Com. as provided in regard to the 
original filing and approval of charters, 
articles of incorporation, constitutions, and 
by-laws, nor shall it be lawful for any 
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such Invest. Co. to transact business on any 
other plan than that set forth in the state- 
ments required to be filed by Sec. 2 of this 
Chap., until a written statement showing 
in full detail the proposed new plan oi 
transacting business and a copy of the 
proposed new contract shall have been filed 
with the Corp. Com., in like manner as 
provided in regard to the original plan of 
business and proposed contract, and the 
consent of the Corp. Com. obtained as to 
making such proposed new plan of trans- 
acting business. 

P. 2265. Any Invest. Co. may appoint 
one or more agents, but no such agent shall 
do amy business for said Invest. Co. in 
this State until he shail first register with 
the Corp. Com. as agent for such invest. 
Co., and for each of such registrations 
there shall be paid to the Corp. Com. the 
sum of .$1.00. 

Such registration shall entitle such agent 
to represent said Invest. Co. as its agent 
until the first day of July following, unless 
said authority shall be sooner revoked by 
the Corp. Com. for cause appcarmg to it 
sufficient. Every Invest. Co., domestic or 
foreign, shail file at the close of business 
on the first day of July of each year, and 
at such other times as required'by the Corp. 
Com.,.a statement verified by the oath of 
the co-partnership or Co., if it be a co- 
partnersh:p or Co., or by the oath of a 
duly authorized officer, if it be an imcor- 
porated or unincorporated Asso., setting 
forth in such form as may be prescribed by 
the Corp. Com., it (its) financial condition 
and the amount of its assets and liabilities, 
and furnishing such other information con- 
cerning its affairs, as said Corp. Com. may 
require. Any Invest. Com. failing to file 
its report at the close of busine:s on the 
first day of July of each year within Io 
days of that date, or failing to file any 
other or special report herein required 
within 30 days after receipt of ‘rcquest or 
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requisition therefor, shall forfeit its right 
to do business in this State. 

No Co., broker, or agent, or any other 
person, shall issue, circulate, or publish any 
advertisement, pamphlet, prospectus, or cir- 
cular concerning any security sold or 
offered for sale by it, unless the name of 
the Co., broker, agent, or person issuing, 
circulating or publishing the same shall be 
subscribed thereto, and a true copy thereof 
shall have been first filed in the office of 
the Corp. Com., or deposited in a U. S. post 
office, properly enclosed in a sealed en- 
velope, addressed to the Com. at Phoenix, 
Ariz., with the postage duly prepaid 
thereon; nor shall any Co., broker, or 
agent, or any other person, issue, circulate, 
or publish any such advertisement, pamph- 
let, prospectus, or circular after notice in 
writing given to it by the Corp. Com., 
that in its opinion, the same contains any 
statement that is false or misleading or 
otherwise likely to deceive a reader thereof. 

P. The general accounts of every 
Invest. Co., domestic or foreign, doing 
business in this State, shall be kept in 
such manner and form as may be prescribed 
by the Corp. Com. and all books, papers, 
business, methods, and affairs of such In- 
vest. Co. shall be at all times subject to 
inspection and investigation by said Corp. 
Com., any member of said Com. or any 
person thereto by said Com. authorized and 
designated for the purpose of enforcing 
the provisions of this Chap. The Corp., 
Com. and the several members thereof, 
shall have the power of a court of general 
jurisdiction to enforce the attendance of 
witnesses and production of evidence by 
subpoena, attachment, and punishment, 
which said power shall extend throughout 
the State. Said Com. shall have power to 
take testimony under deposition either 
within or without the State. 

P. 2267. The Corp. Com. shall have gen- 
eral supervision and control, as provided 
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by this Chap. over any and all Invest. Co.’s, 
domestic or foreign, doing business in this 
State, and all such Invest. Co.’s shall be 
subject to examination by the Corp. Com. 
or its duly authorized agent, at any time 
the Corp. Com. may deem it necessary, and 
such Invest. Co. shall pay a fee for each 
of such examinations of not to exceed $ro 
for each day or fraction thereof plus the 
actual traveling and hotel expenses of said 
Com., or any member thereof, or agent 
thereof, that it, or he, is absent from the 
Capitol Building for the purpose of making 
such examination and the failure or refusal 
of any Invest. Co. to pay such fees upon 
the demand of the Corp. Com., any Comr. 
or deputy or agent thereof, while making 
such examination, shall work a forfeiture 
of its right to do business in this State. 

P. 2268. Whenever it shall appear to 
the Corp. Com. that the assets of any In- 
vest. Co. doing business in this State are 
impaired to the extent that such assets 
do not equal its liabilities, or that it is 
conducting its business in any unsafe, in- 
equitable, or unauthorized manner, or is 
jeopardizing the interest of its stockholders 
or investors in stocks, bonds, or other se- 
curities, by it offered for sale, or whenever 
any Invest. Co. shall fail or refuse to file 
any papers, statements, or documents, re- 
quired by this Chap. without giving satis- 
factory reasons therefor that may be 
deemed sufficient by the Corp. Com., said 
Corp. Com. shall at once communicate 
such facts to the Atty.-Gen. of the State 
who shall thereupen apply to the Supreme 
Court or to the Superior Court of the 
county where such Invest. Co. is located 

ti of deceiving the Corp. Com., or 
either of said courts for the appointment 
of a receiver to take charre of and wind 
up the business of such Invest. Co., and 
if such fact or facts be made to appear it 
shall be sufficient evidence to authorize the 
appointment of a receiver and the making 
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of such orders and decrees in such cases 
as equity may require. 

P. 2269. Any person who shall know- 
ingly or wilfully subscribe to, or make, or 
cause to be made, any false statements or 
false entry in any book of such Invest. Co., 
or exhibit any false papers with the in- 
tention of deceiving the Corp. Com., or 
any Comr., or person authorized to ex- 
amine into the affairs of such Invest. Co., 
or shall make, or publish any false state- 
ment of the financial condition of such 
Invest. Co., of the stocks, bonds, or other 
securitics by it offered for sale, shall be 
deemed guilty of a felony, and upon con- 
viction thereof shall be fined not less than 
$200.00 nor more than $500.00, and shall 
be imprisoned for not less than I year 
nor more than 10 years in the State prison. 

P, 2270. Any person or persons, agent 
or agents, who shall sell, or attempt to 
sell, any stocks, bonds, or other securities 
of any Invest. Co., domestic or foreign, or 
the stocks, bonds or other securities by 
it offered for sale, who have not complied 
with the provisions of this Chap. or any 
Invest. Co., domestic or foreign, which 
shall do any business or offer or attempt to 
do any business, except as provided in 
Sec. 2 of this Chap., which shall not have 
complied with the provisions of this Chap., 
or any agent who shall do or attempt to 
do any business for any Invest. Co. 
domestic or foreign, in this State, which 
agent is not at the time duly registered 
and has not fully complied with the pro- | 
visions of this Chap., shall be deemed guiliv | 
of a misdemeanor, and upon conviction | 
thereof shall be fined for each offense not | 
less than $100.00 nor more than $500.00, ! 
or by imprisonment in the county jail for 
not more than 6 months, or by both such 
fine and imprisonment. 


Nore.—(For licensing of brokers ana 
general control of the sale of securities. 
see Laws of Arizona, 1917, Chap. 30.) 
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SECTION 1. The State Bank Comr. shall 
be and he is hereby. constituted. and. dele- 
gated with full power and authority to 
supervise: and enforce the provisions af 
this Act, and he shall! appoint an assistant. 
at a salary not. exceeding $2,400. per. annum. 
for the purpose of. this Act, and. such Bank 
Comr. shall make such rulés and.regulations. 
as may be necessary to carry. aut the pro- 
visions herein and. shall prepare al!’ neces- 
sary blanks,. records. as aad. statianery,, and 
shall pay all other expenses lawfully in- 
curred. hereunden: Act I1ọr5 as amended 
by Act 214, 1917. 

Sec. 2. Every person, Corp., corpartner- 
ship, Co.. or. Asso.. (except. those exempt 
under the provisions of this Act), organr 
ized. or. which shall: hereafter. be- oma 
in this State, whether incorporated or un- 
incorporated, which shall either himseli,, 
themselves on itself, or by @r through. 
others, sell:ar negotiate far the sale of any, 
contract, stock, bonds or other securities: 
issued by him, them,, or. it, within the 
State of Arkansas, shall be known. for. the. 
M pocs of this Act as a. domestic Inwest.. 

O: 

Every. such person, Corp., co-partnership 
or Asso. a resident QÉ ar ar in. any; 
other State, Territory or. Gav't shall be: 
known. for the rposes. of. this. Act aa a 
foreign Invest. 

Sec. 3. The provisions of this Act shall 
not apply ta: 

a. Securities af the U.. S.; ox any for- 
eign Gov't; om any State on Territory. 
thereof, or of any. caumnty,, city, townshigy,. 
district or ather lic: taxing, subdivision: 
of any State or Ter. of the U. S., ar any 
foreign Gov't. ; 

b. Unsecured commercial pagers, 

c. Securities of public or quasi-pultlic 
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Corp’s, the issue of which securities is 
regulated by the Arkansas Railroad Com. 
or by any public service commission or 
board of equal authority of any State or 
Ter. of the U. S. or securities senior 
thereto; 

d. Securities of State or Nat’l banks or 
Tr. Co’s; 

e. Securities of any domestic Corp. or- 
ganized without capital stock, and not for 
pecuniary gain, or exclusively for educa- 
tional, benevolent, charitable or reforma— 
tory purposes; 

f. Mtgs. upon real or personal property 
situated in this State where the entire Mtg. 
is sold and transferred with the note or 
notes secured by such Mtg.; 

g. Increase of stock sold and issued to. 
stockholders, also stock dividends; 

h. Securities which are listed in any 
standard manual of information approved 
by said Bank Comr.; Provided, however, 
that said Bank Comr. shall have power to. 
call for additional and further information 
than that contained in such manuals with 
reference to any securities listed therein, 
and may, pending the filing of such in- 
formation, suspend the sale of such securi- 
ties, and also suspend, either temporarily 
or permanently, the sale of any securities 
listed in such manuals after a hearing 
upon notice to the issuer of such securities 
if said Bank Com. shall find that the sale 
of such securities would work a fraud upon 
the purchaser thereof. 

Sec. 4. Before selling, offertng for sale, 
taking subscriptions for or negotiating for 
the sale in any manner whatsoever in this 
State, any contracts, stocks, bonds or other 
securities of its own issue, every Invest. 
Co., domestic or foretgn, shall file in the 
office of the Bank Comr. a statement shown- 
ing in full detail the plan upon which it 
proposes to transact business, a copy of alk 
contracts, stocks, bonds or other instru- 
ments which it proposes to make with or 
sell to, its contributors or customers, te- 
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gether with a copy of its prospectus, and 
.of:'thé .propased advertisements - of its 5 
‘sale--of stocks, bonds or ,pther , securities, j 
‘which ‘statement shall -also show the name 

and location and main office of the. Invest. 
Go:-;.the names- and addresses of its othcers, 
-and'.an ‘itemized account of ats financial 
condition and:sof its’ assets and. liabilities, 
-and such other information touching its 
- candition.and affairs as the Bank Comr. may 


--yequire. | 
- If,such Invest. Co. shall be a co-partner- I 
ship or':an uhħincọrporated Asso., it shall 
also file with the. Bank..Comr. a copy of 
zits -articles of: copartnership - ‘or Asso., and 
all other papers. pertaining to. its organiza- 
‘tion. -Ifut be a Corp. organized under. the 
_lJaws: of Arkansas, it shall also .file with’ the 


"J 


—— - 


Bank Comr. a.copy of ‘its, articles of incor- 
porations; constitution and by-laws, . and 
‘all ather: papers pertaining to its organiza- - 


tion. If.it:shall be an. Invest. Co. organized 

under the.laws, of any other State, Ter. or 
Gov’ t, ingorporated or .- unincorporated, , it i 
' shall also file with ithe Bank ‘Comr. a copy 
-of :the laws of the State, or: Ter, or Gov't, l 
„under which it: exists or is incorporated, 

and also_a eapy - -of its charter and the 
Cri of the proper officer iof such State ' 
showing that it is Auth; to transact business 
there; atid also eopies of its constitution | 
and „by-laws and of.all amendments. of i 
-any of the above mentioned instruments 
‘which have been“made, and of all other | 
papers pettaining to its organization. It | 
shalt‘also pay.a Suing fee of. one-tenth per 
cent upon the face value of the securities t 
for -the'sale-of which.application is made; 
provided, however, such filing fee shall not 
tbe morethan: $100, nor less than $10. 

:$xc.-5. All the above described -papers 
‘shallibe. verified. by the oath oí -a member 
~of the- eopartnership-or company, if it. be 
~a- copartnership or Co., and by :the oath 
-of a-dtily 'Auth’d officer; if ‘it be a Corp. 
vor an-uhin¢orporated Asso. | 

All such papers; however, as are recorded 
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or are on file in any public office shall be 
further certified by the officer of whose 


records or archives they form a part, as | 


being correct copies of such records or 
archives. 

Sec. 6. Every foreign Corp. before offer- 
ing for sale any of its stocks, bonds or 
other securities in this State shall file its 
irrevocable written consent that suits 
and actions may be commenced against 
it in the proper courts of any county 
in this State in which a cause of 
action may arise, or in which the plain- 
tiff may reside, by the service or any proc- 
ess of pleading authorized by the laws of 
this State, on the Bank Comr., said consent 
stipulating and agreeing ‘that such service 
of such process or pleading on such Comr. 
shall be taken and held in all courts to 
be as valid and binding as if due service 
had been made on the company itself, and 
said instrument containing such consent 
shall be authenticated by the seal of said 
foreign Corp., and shall in such case be 
accompanied by a duly certified copy of 
the resolution of the Board of Directors, 
authorizing the Pres. and Sec. to execute 


‘the same. In case any process or plead- 
- ing mentioned in this Act are served upon 
the Bank Comr., it shall be by duplicate 


copies, one of which shall be filed in the 
office of the Bank Comr., and another im- 
mediately forwarded by registered mail to 
the head office of the Corp. against which 
said process or pleadings are directed. 

Sec. 7. The said Bank Comr. shall have 
power to demand from any Invest. Co. 
seeking to come under the provisions of 
this Act any further information other than 
such Invest. Co. is required to furnish 
under the provisions of this Act which 
shall be necessary to properly qualify him 
to pass upon all questions that may come 
before him. He may make or have made 
under his direction a detailed Exam. of 
such Invest. Cos: property, business and 
affairs, which Exam. shall be at the ex- 
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pense of the applicant. : He may ‘cause.an 
appraisal ito ibe madėĘiat ithe - “expense of 
the Invest. Co., . of the :property óf the 
said `'Invest..' Co., including. the wakue .of 
patents, good! will, promotion and imtangible 
assets, and he.may fix the amount..of 
stocks, bonds or. other securities that may 
be: issued: by: any Corp.; foreign or-domestic, 
in. payment ifor property, patents, ‘goed: will, 
promotion and %ntangible assets-at the value 
he ‘shall ‘find: same :‘to::be: worth, and:may 
require ‘that..such stocks, „bonds :or ‘other 
securities -so jissued .for such property, 
patents, good .will, promotion .and: intang- 
ible assets shall. be. deposited stn. escrow 
under ‘such terms as. said ‘Bank Comr. may 
prescribe. And said Bank Comr., may:with- 
hold his certificate of authority to sell 
such stocks,. bonds or other. securities. if 
such Corp.- has issued . stocks, ‘bonds . or 
other securities in payment for property, 
patents, good will, promotion and intangible 
assets in excess of their value as. found by 
said ‘Bank Cothr., or if said stocks, bonds 
or other -secutities are not. deposited i in es- 
crow according to the terms fixed,by ‘the 
Bank Comr. until such ;stocks, bongs, or 
other securities: issued in, payment for 
property, patents, good will, promotion and 
intangible assets in excess. of the value so 
found by said’-Bank ‘Comr. has-been sur- 
rendered. tó -sich Corp: 'and cancelled by it, 
and until. the said stock has been ‘deposited 
in escrow under the terms prescribed by 
said Bank Corr. 

Sec. 8. It.shall be the duty. of.said Bank 
Comr. to examine the statements and. docu- 
ments:filed:in his office by any Invest: Co. 
and the reports ofi any investigation con- 
ducted under the:!direction of said Bark 
Comr. and to hear such. applicant .and he 
shall .have power to examine under oath 
any: person interested or connected with 
such Invest. Co., and if said Bank. Gomr. 
finds that .the proposed contracts, stocks, 
bonds or .other. securities are: fraudulent 
or of such nature that the sale .thercof 
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would, in the opinion of the said Bank 


Comr. work a fraud upon the purchaser, 
then the said Bank Comr. shall disapprove -` 


the sale of such proposed contracts, stocks, 
bonds or other securities and shall notify 
such Invest. Co. by Reg. mail of his find- 
ings and disapproval, and it shall be un- 
lawful for such Co. to do any further 
business in the way of selling, offering 
for sale, taking subscriptions for, or nego- 
tiating for the sale in any manner whatever 
of any such contracts, stocks, bonds or 
other securities in this State; and said con- 
tracts, stocks, bonds or other securities 
shall not be sold in this State. If, however, 
such Bank Comr. shall not find-that the 


proposed plan of business of said Invest. . 


Co. or that its proposed contracts, stocks, 


bonds or other securities are frauduknt or | 
are of such nature that, the sale thereof, 


would in the opinion of said Bank Comr., 


work a fraud upon the purchaser thereof, : 


then he shall approve the sale of same in 
the State of Arkansas, and issue his cer- 
tificate in substantially the following 
language : 

This is to certify that the ree Te 
has this day been given permission to sell 
Di Sexes Of US: odeien ce eaten e ay 

(Stoeks, bonds or other ‘securities, ) 
within the State of Arkansas. 

THE BANK COMR. DOES NOT REC- 
OMMEND THE PURCHASE OF THIS 
SECURITY. 

(Two Sizes Larger.) 

ERIS 440-4: day Of sichexecatsese ss A. D. 

IQI... ' 


In witness whereof, I have Hereunto- . 


affixed the seal of the bank Dep. 


Done at Little Rock enis srida ep day 
OL: capitate AEA EE A. D., ‘tor... . 
ee rer Ee ag 

(SEAL) 


The words “the Bank Comr. does not i l 


recommend the purchase of this security ” 
shall be printed in type two sizes larger 
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than any other part of said C’t’f, and in 
case said C’t’f or the fact that said Bank 
Comr. has approved said securities is 
printed or published in any circular, pam- 
phlet or newspaper, the words “the Bank 
Comr. does not recommend the purchase 
of this security” shall be printed in type 
two sizes larger than the balance of said 
C’t’f, or statement of such facts that such 
securities have been approved by said 
Bank Comr. appears. 

Sec. 9. Any person, firm, copartnership; 
Corp. or Asso., whether domestic or for- 
eign, not the i issuer, who shall in this State 
sell or offer for sale any of the stocks, 
bonds or other securities issued by any 
foreign or domestic Invest. Co. except the 
securities specially exempted in this Act, 
or who shall, by advertisement or other- 
wise, profess or engage in the business of 
selling or offering for sale such securities, 
shall be deemed to be a “dealer” in such 
securities within the meaning of this Act, 
and no dealer within the meaning of this 
Act shall sell or offer for sale any such 
securities or profess the business of selling 
or offering for sale such securities unless 
and until he shall have filed a list of the 
same in the office of the Bank Comr. as in 
this Act provided. The term “dealer” 
shall not include an owner, not issuer, of 
such securities so owned by him when such 
sale is not made in the course of con- 
tinued and successive Trans. of a similar 
nature, nor one who, in a trust capacity 
created by law, lawfully sells any securities 
embraced within such trust. 

Sec. 10. Any dealer desiring to sell or 
offer for sale within this State any stocks, 
bonds or other securities not exempted 
under the terms of this Act, shall first 
register with the Bank Comr. and shall 
furnish said Bank Comr. upon oath in 
such form as the Bank Comr. shall pre- 
scribe, the following information, to-wit: 
The dealer’s name, residence and business 
address, the general character. of the se- 
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Curittes. ta be: dealt m, the: place or a 
where the: business: is:. tov be: conduci 
withim this: State, aad where-the businessin 
this: State is: not: to. be comdueted:. b: sse- 
dealen in. person; then. the: namesi‘and adt- 
dresses. of ail persons.: im charge :theneof. 
Saddi dealer at: the: tiase-of sucit: registras- 
tiom. shkall: pay to :the Bank Gosar.: an in- 
spection fee of $50: and skrald funnisiy said 
Bank Coamr:. with such other urformation ir. 
addition to that above speted as: = 
Bank Comr: shalt deem: necessary. iw 

to thoroughly. acquaint: hmmself: with. he. 
character of the business of.:such | dealer. 
All Auth. agents of any dealer:'shall be- 
Reg. with the Bank Comr. and the namre: 
of any agent shall be stricken from: the: 
register by the Bank Comr, upor the writ- 
ten. request of the dealer and additional 
agents. may be Reg. by. the: Bank Canrr. 
upon like request of. the dealer accompanied 
with the fee therefor; provided, that no 
agent shall.act. as such until his. name and 
address shall be Reg. with the Bank 


omr. 

If the dealer be a foreign Corp., it: shall 
at the time it Reg. with the Bank Comr. 
frle with the Comr. a written deły authen- 
ticated appointment of the Bank Comrr of 
this State as its agent in’ Arkansas upon 
whom process: or pleadings: may: be: served 
for and on behalf the: dealer for: the: pur-- 
poses mentioned in. section’ 6 of this’ Act, 
and such appointment ‘shall be irrevocabile. 

Upon compliance by sueh dealer with the 
provisions of this.Act, the said Bank Comr. 
shall issue to him a Ctf of Auth. under 
the seal of said commission, which. said 
C’t’f shail. be valid for one year from ‘the 
date thereof, or until revoked by said Banke 
Comr. for good cause upon notice to such: 
dealer and a hearing dulv had; provided, 
that ini the event such C’t’f of. authority 
be not: revoked: before the: expiration of ` 
one year from the date thereof, same may 
be renewed by the said Bank Comr. upon 
receipt of an inspection fee of $25. 
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Sec. 11. In addition to the filing fees 
and Exam. fee herein provided for to 
be paid by Invest. Cos. and dealers, there 
shall be charged and collected by the 
Bank Comr. a fee of $2 for the Reg. and 
Auth. of each agent of any such dealer or 
Invest. Co., and shall be valid until March 
1 following, unless sooner revoked by the 
Comr. for cause appearing sufficient, and 
all the fees and charges collected by the 
Bank Comr. shall be turned into the State 
Treas. and are hereby reappropriated to 
the Bank Comr. toward paying the ex- 
penses of enforcing this Act. The ex- 
penses of said Bank Comr. shall not, how- 
ever, be limited to the money received b 
him, but he shall have power to incur all 
expenses he finds necessary in enforcing 
the provision hereof. 

Sec. 12. The Gen. accounts of every 
Invest. Co., domestic or foreign, shall be 
kept in a business-like and intelligent man- 
ner, and in sufficient detail that said Bank 
Comr. can ascertain at any time its financial. 
condition and the books of accounts shall 
at all times during business hours, except 
on Sundays and legal holidays, be open 
to stockholders and Invest. in said Co., 
or the said Bank Comr. and all such Invest. 
Cos. shall be subject to Exam. by said 
Bank Comr., or duly Auth. Exam. at any 
time said Bank Comr. shall deem it ad- 
visable and in the same manner as is now 
provided for the Exam. of State banks, 


and such Invest. Cos. other than Bldg. and. 


loan, Bldg., or Bldg. and ‘savings Asso. shall 
pay a fee for each such Exam. not to ex- 
ceed $10 per day or fraction thereof that 


any examiner is absent’ from the Capitol 


building for the purpose of making such 
Exam., and in addition thereto shall pay 
the actual hotel and traveling expenses of 
such Auth. examiner from Little Rock and 
return. It shall be the duty of said Bank 
Comr. to make or cattse to bè made at 
least once a year an Exam. of all Bldg. 
and loan, Bidg. or Bidg. and savings Asso’s 
9. 
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doing business in this State, in the manner 

now provided for the Exam. of State 

hanks, and such Bldg. and loan, Bldg., or 

Bldg. and savings Asso. shall pay a fee 

for each of such Exams. of not to exceed 

$10 per day plus 10 cents per each $1,000 

or fraction thereof of its assets; provided, 

that in no event may the charge for such 

Exam. exceed $50, if such Bldg. and loan, 

Bldg., or Bldg. and savings Asso. be a 

domestic Invest. Co.; and, provided also, 

that such charge for such Exam. may not 

exceed $50 plus the necessary hotel and 

traveling expenses from Little Rock and re- 

turn if such Bldg. and loan, Bldg., or Bldg. 

and savings Asso. be a foreign Corp. And’ 

the failure or refusal of any Invest. Co. 

to pay such fees upon demand of such 

Bank Comr. or duly Auth. Exam., while 

making such Exam., shall work a for- 

| feiture of the right of such Invest. Co. 

to sell or offer for sale any of its contracts, 

stocks, bonds or other securities in this. 

a State. In case a preliminary Exam. of 

any Invest. Co. by said Bank Comr. for 

the purpose of the ascertainment by said 

Bank Comr. as to whether said Co. shall 

be permitted to come under the provisions 

of this Act, the fee for such Exam. shall 

be the same as in this section provided, 

and in case it shall appear to the Bank 

Comr. from the Exam. of such Invest. Co., 

after said Invest. Co. has been Auth. to 

sell or offer for sale its contracts, stocks, 

bonds or other securities that the further 

sale of said contracts, stocks, bonds or 

other securities would work a fraud upon 

the purchaser, then said Bank Comr. may 

make an order revoking the license of such 

Invest. Co. to sell its contracts, stocks, 

bonds or other securities upon notice duly 

given and a hearing duly had, and may 

pending such hearing, suspend the rights 

of such Invest. Co. to sell its contracts, 
stocks, bonds or other securities. 

Sec. 13. It shall be unlawful for any 
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Invest:. Go: or dealer. or representative 
thereof, either. directly or indirectly, to. 
seH: or. canse: to. be. sold, offer for sale, 
take: subscriptions: for, or negotiate fór-the- 
sate immany mramner:in:this :State; any con- 
tracts;. stocks, bomnds,. or: other: securities - 
(except as: expressly exempted’ herein), un- 
less.: apd: until saido Bank: Comr: has: ap- 
proved thereof and:issued: his-C’t’f iw ae-- 
cordance: with: the: provisions of this Act, 
ner: shall it: be: lawful for any suchc Invest. 
Cov te transact busimess:onm any other ‘plan 
than: tbat set forth: in the. statements. and 
Papers required to be filed. by virtue of the 
provisions: of: this-Aet or the: rules-of the- 
Bank, Comr: It:shakbibe: unlawful. foo: any. 
Invest: Co.,..or: dealer, or -ifs:or his agents, 
toissaes circulate:or déliver amy. advertise- 
ment; pamphkt,, circular,, prospectus: or 
other dooument: it: regard: toits: stocks, 
bends: on other. securities im the State: of. 
Attkansas: differing: in- any: way from the: 
copy filed: eth Bank:Coómr. as-pro- 
vided: by. this: Aet: It-shall: be unlawful 
for: any: newspaper: published. inthe State: 
of: Atkpnsass tov aghvertise::the sabe: of : any: 
stocks, bonds or other securities which- 
haye: not! been» approved. by. said! Bank 
Coms: ov: whieh are: not:exempt under the- 
provisions: of: thas Act.. 

-SEE... 144 No: dealer: within.. the- meaning 
of: this: Aet shadl' sell) or: offte: for sale 
within: this: State any. of: the: stocks;; bonds. 
or other: securities: odiany Thvest. Go. umiess: 
such: Invest: Co. sHall: have: filthy complied: 
with all the proytstons:of this Act, nogruntil: 
sagd .dealerr shall have ‘Reg. with the: Bank. 
Conr: . under: the-teems: of: thes. Act; . pro~ 
vided,, however;, that: should: amy- dealer: 
destre: ta selk.or offer for sake withim: this. 
State: the-contracts,;, stocks; bomds: or: other: 
securities of any Invest..Gos which has: not: 
itself. complied with: the:provistons: of. this 
Act,. said. dealer: shall. make: application to. 
the-said: Bank, Comr; for. license as- herens- 
before; provided for. applécationa by Invest: 
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Cos. and shall pay the same fee required to 
be paid by said Invest. Co. a 
Sec. 15. All information obtained by the 
Bank Comr, with reference to any securi- 
ties and all records of the Bank Comr. re- 
lating thereto shall be open to Exam. by 
the public, and it shall be the duty of the 
Bank Comr. to preserve such information, 
and so classify and arrange it as to facili- 
tate Exam. and inspection thereof. The 
Bank Comr: may from time to time issue in 
pamphlet form, or by newspaper advertise- 
ments, or otherwise, any and all informa- 
tion regarding any and all contracts, stocks, 
bonds or other securities sold or offered 
for sale within this State which he deems 
would be of public interest or advantage. 

Sec. 16. Nothing in this Act shall be 
construed to repeal or modify any laws 
giving the State Bank Department of this 
State control over State Banks; and the 
business of banking in this State, nor shall 
any part of this Act. be construed to repeal 
or modify laws giving the Ins. Comr. of 
this State control of and supervision over 
the business of Ins. in this State, and those 
engaged therein. 

Sec. 17. Any person who shall know- 
ingly or wilfully subscribe to or make or 
cause to be made any false statement or 
false entry in any book of any Invest. Co., 
or who shall exhibit any false paper with 
the intention or for the purpose of deceiv- 
ing any person Auth. to examine into the 
affairs of said Invest. Co., or shall make 
or publish any false statement of the finan- 
cial condition of said Invest. Co. or false 
statement relating to the contracts, stocks, 
bonds or other securities by it issued and 
offered for sale, shall be deemed guilty 
of a misdemeanor and shall be punished as 
hereinafter provided. | 

Sec. 18. The Bank Comr. shall provide 
for the furnishing to those who may apply 
therefor of any information regarding any 
Invest. Co. or its affairs, which is on file 
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in its office, said Bank Comr. to charge 
therefor approximately the cost of prepar- 
ing such information, and 50 cents for each 
certificate of authentication. All fees col- 
lected under the prowisions of this Act 
shall be paid into the State Treas. on the 
first day of each and every calendar month, 
and a complete record of. all fees recesved 
shall be kept in the office of the Bank 
Comr., and all said fees so turned into the 
State Treas. are hereby reappropriated to 
the Bank Come. for the purpose of paying 
salaries and expenses necessary for carry- 
ing this Act into effect. 

Sesc. 19. Every Invest. Go., domestic or 
foreign, shall file during the month of 
Jan. in each year, a detailed statement in 
such form and containing such informa- 
tion as the Bank Comr. may prescribe and 
require, showing its condition at the close 
of business Dec. 31 preceding, and shall at 
the same time pay a filing fee therefor of 
$2.50; provided, that said Bank Comr. may 
call for other or additional reports of any 
kind at any time, and such other or addi- 
tional reports shall be filed within 20 days 
after call therefor. 

Sec. 20. An appeal will always lie to 
the Chancery Court, upon petition of any 
person aggrieved and upon payment of the 
costs of preparing such copies of papers 
and other documents desired by said peti- 
tioner from any final orders of the Bank 
Comr. The granting of such appeal shall 
not, however, unless so ordered by such 
court or other court of competent jurisdic- 
tion, operate as a stay of proceedings. 

Sec. 21. Any person or persons who shall 
violate any of the provisions of this Act 
shall be deemed guilty of a misdemeanor, 
and upon conviction thereof shall be fined 
not more than $1000 or may be imprisoned 
in the county jail for not more than one 
year, or by both such fine and imprison- 
ment in the discretion of the court or jury 
trying the case. 
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Sec. 22. Should the courts of this State 
or of the U. S. declare any section or pro- 
vision of this Act unconstitutional or un- 
authorized, or in conflict with any other 
section or provision of this Act, then such 
declaration shall affect o..ly the section or 
provision so declared to be unconstitutional 
or unauthorized or if in conflict only such 
provisions or parts as are so held, and 
such holding shall not affect any other sec- 
tion or part of this Act. 

Sec. 23. All taws and parts of laws in 
conflict herewith, and particularly Act 214 
of the Legislature of 1912, in itg entirety 
are hereby repealed, and this Act being 
necessary for the immediate preservation of 
the public peace, health and safety, shall be 
in force from and after its passage. : 
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Statutes 1917, Chapter 532, as amended 
Statutes 1919, Chapter 148. 


Copy in new law attached; a few changes. 

Sec. 2— (b) should read as follows: 
“All public utilities subject to the juris- 
diction, control, and regulation of the rail- 
road commission of this state.” (c) should 
be, ‘ All corporations now or hereafter or- 
ganized under the laws of this state for 
the purpose of conducting the business of 
banking within this state and all corpora- 
tions transacting insurance business within 
this state; ” 

Sec. 2—(6) (b) should read “All bonds, 
debentures, and evidences of indebtedness 
issued by any company. 

Sec. 2—(9) (b) should read “Any trus- 
tee of a trust created by or declared in a 
will or a judicial writ, order, decree or 
judgment, who, in such capacity. lawfully 
disposes of any property.” 

Sec. 29, as follows: “All acts and parts 
of acts inconsistent with the provisions of 
this act are hereby repealed,” should be 
added. 

Section 1. This act shall be known as 
the “corporate securities act.” 

Sec. 2. Words used in this act in the 
present tense include the future as well 
as the present; words used in the masculine 
gender include the feminine and neuter, 
and in the neuter, the masculine and 
feminine; the singular number includes the 
plural, and the plural, the singular; “writ- 
ing” includes “printing” and “ typewrit- 
ing”; “oath” includes “ affirmation”; the 
word “county” includes “ city and county” ; 
and “territory” includes “district.” The 
following words have in this act the sig- 
nification attached to them in this section, 
unless otherwise apparent from the context: 

1. The word “department” means the 
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“state corporation department ” created by 
this act. 
2. The word “commissioner” means the 
“commissioner of corporations.” 

3. The word “company” includes all 
Gea and foretgn, private corporations, 
associations, jomt. stock companies, and 
partnerships, of every. kind, and also trns- 
tees, as hereinafter. defined ; excepting 
therefrom: 

(a) All Nat. Bkg. Assocs. and other 
Carps. organized and existing under and by 
eee of the acts of the congress of the 


È All public utilities sabject to the 

jurisdiction, control, and regulation of the 
R. com. of this state ; 

(c) All Corps. now or hereafter organ- 
ized under the laws of this state for the 
purpose of conducting the-business of bank- 
ing within this state and all Corps. trans- 
acting insurance business within this State ; 

(d) All Corps., Assocs., or societies 
transacting business under the supervision, 
examination, and license of the bureau of 
building and loan supervision; and 

(e) pres Corp. organized under the laws 
of this state exclusively for the purposes 
provided in_any of the following titles, to 
wit: XIa, XII, XIIe, XIV, XXI, XXII, 
of Part TV, division first, of the Civil 
Code, and in accordance with the provi- 
sions of such titles.. 

4. The word “trust” as used in this act 
includes all voluntary trusts, as the same 
are defined in. the Civil Code, expressly 
created by or declared in an instrument in 
writing, other than a will or a judicial 
writ, order, decree, or judgment, to carry 
on any business or to secure the payment 
or repayment of money. 

5. The word “trustee,” except as herein- 
after used in subdivision 9 of this Sec., 
includes only persons or companies execut- 
ing trusts as hereinbefore defined. 

6. The word “ security ” includes: 

? 
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(a) All shares or other interests or 
rights into which the capital, capital stock, 
or property of Cos., or rights of stock- 
holders or members thereof are divided, 
including all treasury shares and shares of 
their own capital stock purchased or other- 
wise acquired by Cos. upon delinquent as- 
sessment sales or in any other lawful man- 
ner, and all C’t’f’s. and other instruments 
issued by them or their authority, evidenc- 
ing or representing such shares, interests, 
or rights; 

(b) All bonds, debentures, and evidences 
of indebtedness issued by any Co.; and 

(c) Any instrument issued or offered to 

the public by any Co., evidencing or repre- 
senting any right to participate or share 
in the profits or earnings or the distribu- 
tion of assets of any business carried on 
for profit; excepting therefrom the follow- 
ing: 
1. Bills of exchange and promissory notes 
not offered to the public by the drawer, 
maker, or underwriter thereof, and all 
Mtgs. and deeds of trust of property situ- 
ated in this state, executed to secure the 
payment thereof; and 

2. Any security listed in any standard 
manual of information, as to which the 
Comr. shall first make and file his written 
finding to the effect that such security is 
fully and accurately described in such man- 
ual and that a sale thereof will not, in 
his opinion, work a fraud upon the pur- 
chaser thereof; provided, that if such find- 
ing shall thereafter be vacated or set aside. 
such security shall not thereafter be deemed 
to be included within this exception. 

7. A “sale,” within the meaning of this 
act, includes every contract by which, for 
a pecuniary consideration, called a price, 
one’ transfers to another an interest in 
property, and also an exchange, a pledge, a 
hypothecation, and any transfer in trust or 
otherwise as security for the performance 


of an obligation, and also any issue of any 
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socurity iy a tompeny; and the word 
“eel,” :as used an this ‘act, includes every 
act by which ‘ech sale is mde. 

&. The word “agent” as meed in this act 
means and inchides every person or Co. 
employed or -anpoimted by a-Co. or.a broker 
who shail, within this State, either as -an 
employee or otherwise, dor.a compensation, 

sell, offer for sale, negotiate for tthe sale 
Aa “or take subscriptions for any security 
o! -any Co.@f its own issue offered. fer sale 

y it. 

9. The word “bwoker” as used in ‘this 
act mchudes ieve Eo or Go. ether than 
an agsnt, who shall, in this State, ‘engage, 
either wholly vor. epee in the business of 
selling, offering for sale, negotiating for 
the sale of, or otherwise dealing in eny 
security or ssowrities issued by others, 
of underwriting any issue of securities a 
of purchasing such securities with the pur- 
pose of reselling them or of offering them 
for sale to the public for a Cam. or at a 
profit; excepting therefrom the following: 

(a) Any owner of any security who is 
not the issuer or an underwriter thereof, 
who sells or exchanges the same for his 
own account; prouided, that such sale or 
exchange is net made in the course of 
repeated and sugqcessive transactions of like 
or similar chéfacter by him; 

(b) Any trastee of a trust created by or 
declared ‘in a will or a judicial writ, order, 
decree or judgment, who, ia such capacity, 
lawiuliy disposes of any property ; 

(c) Any Co. transacting a Bkg. or Ins. 
business in this state, selling a security fer 
an owner thereof or a broker, other than 
an underwriter thereo{i, at a commission of 
not more than 2% of the par or face value 
thereof; proveded, such sale is mot made 
in the course of repeated and successive 
transactions of like or. similar character by 
such company ; 

(d) One, not the issuer, who disposes of 
securities to a broker or to a purchaser 
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who, as a part of his regular business, pur- 
chases such securities; 

.(e) Any pledge holder selling, in good 
faith and not for the purpose of avoiding 
the provisions of this act, and in the ordi- 
nary course of business, a security pledged 
with him as security for a bona fide debt. 

Io. The words “actual fraud,” as used in 
this act, are defined in Sec. 1572 of the 
Civil Code. 

Sec. 3. No Co. shall sell, except upon a 
sale for a delinquent assessment made in 
accordance with the provisions of Art. Il 
of Ch. II of Title I of Part IV of Division 
First of the Civil Code; or offer for sale, 
negotiate for the sale of, or take subscrip- 
tions for any security of its own issue until 
it shall have first applied for and secured 
from the Comr. a permit authorizing it 
so to do. Such application shall be in 
writing, shall be verified as provided in 
the Code of Civil Procedure for the verifi- 
cation of pleadings, and shall be filed in 
the office of the Comr. In such application 
the applicant shall set forth the names and 
addresses of its officers, the location of 
its office, an itemized account of its finan- 
cial condition, the amount and character 
of its assets and liabilities, a detailed state- 
ment of the plan upon which it proposes to 
transact business, a copy of any security it 
proposes to issue, a copy of any contract 
it proposes to make concerning the same, 
a copy of any prospectus or advertisement, 
or other description of such securities, then 
prepared by or for it for distribution or 
publication, and such additional informa- 
tion concerning the Co., its condition and 
affairs as the Comr. may require. If the 
applicant is a partnership or an umnincor- 
porated Assoc. or joint stock Co., it shall 
file with its application a copy of its articles 
of partnership or Assoc., and all other 
papers pertaining to its organization. If 
the applicant is a. trustee, it shall file with 
its application a copy of all instruments 
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by which the trust is created and in which 
it is accepted, acknowledged, or declared. 
If the applicant is a Corp. it shall file with 
its application a copy of all minutes of any 
proceedings of its directors or stockholders 
or members relating to or affecting the 
issue of such securities, and also a copy of 
its Arts. of incorporation and of its by-laws 
and of any amendments thereto. If the 
applicant is a Corp. or Assoc. organized 
under the laws of any other state, territory, 
or government, it shall also file with its 
application a certificate, executed by the 
proper officer of such state, territory, or 
government not more than 30 days before 
the filing of such application, showing 
that such applicant is authorized to trans- 
act business in such state, territory, or 
government; and also, in such form as 
the Com. may prescribe, its written in- 
strument, irrevocably appointing the Comr. 
and his successor in office its true and 
lawful attorney upon whom all process 
in any action or proceeding against it 
may be served, with the same effect as 
if said Corp. or Assoc. were organized or 
created under the laws of this state and 
had been lawfully served with process 
therein. 

Sec. 4 Upon the filing of such applica- 
tion, it shall be the duty of the Comr. 
to examine it and the other papers and 
documents filed therewith, and he may, if 
he deems it advisable, make or have made 
a detailed examination audit, and investiga- 
tion of the applicant and its affairs. If he 
finds that the proposed plan of business of 


the applicant is not unfair, unjust, or in- 


equitable, that it intends to fairly and 
honestly transact its business, and that the 
securities that it proposes to issue and the 
methods to be used by it in issuing or 
disposing of them are not such as, m his 
opinion, will work a fraud upon the pur- 
chaser thereof, the Comr. shall issue to 
the applicant a permit authorizing it to 
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issue and dispose of securities, as therein 
provided, in this state, in such amounts and 
for such considerations and upon such 
terms and conditions as the Comr. may in 
said permit provide. Otherwise, he shall 
deny the application and refuse such per- 
mit and notify the applicant in writing of 
his decision. Every permit shall recite in 
bold type that the issuance thereof is per- 
missive only and does not constitute a 
recommendation or endorsement of the se- 
curities permitted to be issued. The Comr. 
may impose such conditions as he may 
deem necessary to the issue of such securi- 
ties, and shall have the power to establish 
such rules and regulations as may be rea- 
sonable or necessary to insure the disposi- 
tion of the proceeds of such securities in 
the manner and for the purposes provided 
in such permit, and may, from time to 
time for cause, amend, alter, or revoke any 
permit issued by him, or temporarily sus- 
pend the rights of the applicant under such 
permit. 

Sec. 5. No person or Co. shall act as an 
agent or broker until such person or Co. 
shall have first applied for and secured 
from the Comr. a Ctf., then in effect 
authorizing such person or Co. so to do. 
Every such C’t’f. shall expire on the 31st 
day of Dec. next after its issuance, unless 
sooner revoked. To secure such C’t’f., the 
applicant shall make and file in the office 
of the Comr. an application therefor in 
writing, verified by or in behalf of the 
applicant. In such application, the appli- 
cant shall set forth, in addition to such 
other information as may be required by 
the Comr.: 

1. The name and address of the appli- 
cant, and, if it be a Corp., Assoe., or joint 
stock Co., the name and address of each 
of its managing officers and agents, and, 
if it be a partnership, the name and ad- 
dress of each of the partners; 
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2. A succinct statement of facts show- 
ing that the applicant, and its managing 
officers and agents, if it be a Corp., or 
members, if it be a partnership, have a 
good ‘business reputation ; 

3. If the applicant is a broker, the gen- 
eral plan and character of the business of 
the applicant. 

For filing such application, the applicant 
shall pay a fee as hereinafter provided. 
If the applicant is a Corp. or Assoc. or- 
ganized under the laws of any other state, 
territory, or government, it shall file with 
its application a copy of its Arts. of Incorp. 
or Assoc., together with a C’t’f. executed 
by the proper officer of such state, territory, 
or government not more than 30 days be- 
fore the filing of such application, showing 
that such applicant is authorized to trans- 
act business in such state, territory, or 
government, and also, in such form as the 
Comr. may prescribe, its written instru- 
ment, irrevocably appointing the Comr. 
and his successor in office its true and 
lawful attorney upon whom all process ir 
any action or proceeding against it, arising 
out of or founded upon the actual fraud 
of such applicant in the sale of securities 
within this state, may be served, with the 
same effect as if said Corp. or Assoc. were 
organized or created under the laws of this 
state and had been lawfully served with 
process therein. 

Sec. 6. The Comr. shall examine such 
application, and shall make such further 
investigation of the applicant and its affairs 
as he shall deem advisable. If, from such 
examination, the Comr. shall be satisfied 
of the good business reputation of the ap- 
plicant and of its officers or members, if 
any, he shall issue such C’'tf. Otherwise, 
he shall refuse the same and deny the 
application and notify the applicant of his 


- decision. The Comr. may at any time re- 


voke any broker’s or agent’s C’t’f. issued by 
him if he shalt find that the holder thereof 
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is of bad business repute, or has violated 
any provision of this act, or has engaged, 
or is about to engage in any fraudulent 
transaction. 

Sec. 7. No person, partnership, Assoc., 
or Corp. other than a broker holding a 
broker’s C’t’f., then in effect, shall issue, 
circulate, or ' publish any advertisement, 
pamphlet, prospectus, or circular concerning 
any security, to be issued by any Co., 
that such person, partnership, Assoc., 
or Corp. desires or proposes to sell, 
until the Co. proposing to issue such 
security shall have first secured from 
the Comr. a permit authorizing it to 
issue or sell such security; nor shall any 
Co., broker, or agent, or any other person, 
issue, circulate, or publish any advertise- 
ment, pamphlet, prospectus, or circular 
concerning any security sold or offered for 
sale by it, unless the name of the Co., 
broker, agent, or person issuing, circulat- 
ing, or publishing the same shall be sub- 
scriped thereto, and a true copy thereof 
shall have been first filed in the office of 
the Comr., or deposited in a U. S. post 
office, properly enclosed in a sealed enve- 
lope, addressed to the Comr. at Sacra- 
mento, Cal., with the postage duly pre- 
paid thereon; nor shall any Co., broker, 

z agent, or any other nerson, issue, circu- 
late, or publish any such advertisement, 
pamphlet, prospectus, or circular after no- 
tice in writing given to it by the Comr. 
that, in his opinion, the same contains any 
statement that is false or misleading or 
otherwise likely to deceive a reader 
thereof. 

Sec. 8. Every Co. authorized by the 
Comr. to sell securities shall thereafter, at 
such times as it may be required by the 
Comr., make and file in the office of the 
Comr. a report, setting forth, in such form 
as the Comr. may prescribe, the securities 
sold by it under the authority of any per- 
mit issued hy him, the proceeds derived 
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therefrom, the disnosition of such pro- 
ceeds, and such other information concern- 
ing its property, officers, or affairs, relating 
to or affecting the value of such securities, 
as the Comr. may require. 

Sec. 9. Every broker shall, at such times 
as it may be required by the Comr., make 
and file in the office of the Comr., a true 
and correct statement concerning any se- 
curity sold or offered for sale by such 
broker, showing the name and location of 
the principal office of the issuer of such 
security; the names of its managing off- 
cers, if it is a Corp., or of its members, if 
it is a partnership; its assets, liabilities, and 
issued capital stock, at the close of its fis- 
cal year then last ended, or at a later date; 
its gross income, expenses, and fixed 
charges for the year next preceding such 
date, or for such time as such issuer of 
such security has transacted business, if 
for less than 1 year, and the approximate 
price at which such broker has sold or pro- 
poses to sell such security, together with 
such other information, of which the 
broker may have knowledge, as the Comr. 
may require. 

SEc. 10. All papers, documents, reports, 
and other instruments in writing ‘filed with 
the Comr. under this act shall be open to 
public inspection; provided, that if, in his 
judgment, the public welfare or the wel- 
fare of any Co., broker, or agent demands 
that any portion of such information be 
not made public, he may, in his discretion, 
withhold such information from public in- 
spection for such time as in his judgment 
is necessary. The Comr. may at any time 
give, issue, or make public any information 
concerning any Co. or any contracts, 
stocks, bonds, or other securities sold or 
offered for sale within this state, if in his 
judgment the giving, issuing, or publish- 
ing of the same will be of public interest 
or advantage or will tend to prevent the 
fraudulent sale of such securities. 
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Sec. 11. Every order, decision, permit or 
other official act of the Comr., shall be 
subject to review, in accordance with the 
provisions of Ch. I of Title 1 of Part 3 
of the Code of Civil Procedure; and any 
party aggrieved by any such order, deci- 
sion, or permit of the Comr., may appeal 
therefrom to the superior court of the 
county of Sacramento, by serving upon the 
Comr., a notice of such appeal, a demand 
in writing for a certified transcript of all 
the papers on file in his office affecting or 
relating to such decision, and the payment 
of the fee therefor, within 60 days after 
the making of any such order, permit, or 
decision. Thereupon, the Comr. shall, 
within 10 days, make and certify such tran- 
script, and the appellant shall, within 5 
days thereafter, file the same and the no- 
tice of appeal with the clerk of said court. 
Upon the hearing of such appeal, the bur- 
den of proof shall lie upon the appellant, 
and the court shall receive and consider 
any pertinent evidence, whether oral or 
documentary, concerning the action of the 
Comr. from which the appeal is taken, but 
shall be limited to a consideration and de- 
termination of the question whether there 
has been an abuse of discretion on the part 
of the Comr. in making such order, deci- 
sion, Or permit. 

Sec. 12. Every security issued by any 
Co., without a permit of the Comr. author- 
izing the same then in effect, shall be void, 
and every security issued by any Co., with 
the authorization of the Comr. but not con- 
forming in its provisions to the provisions, 
if any, which it is required by the permit 
of the Comr. to contain, shall be void. 

Sec. 13. Every Co. which shall directly 
or indirectly issue or cause to be issued 
any security contrary to the provisions of 
this act, or of the constitution of this state, 
or in nonconformity with a permit of the 
Comr. authorizing the same, or which ap- 
plies the proceeds from the sale thereof, or 
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any part thercoi, to any purpose other 
than the purpose or purposes, if any, speci- 
hed in such permit, or to any purpose 
specified in such permit in excess of any 
amount limited in such permit to be used 
for such purpose, shall be guilty of a pub- 
lic offense and shall be punishable by a 
fine not exceeding $10,000 dollars. 

Sec. 14. Every officer, agent, or em- 
ployee of any Co. and every other per- 
son, who knowingly authorizes, directs, 
or aids in the issue or sale of, or issues or 
executes, or sells, or causes or assists in 
causing to be issued, executed, or sold, any 
security, in nonconformity with a permit 
of the Comr. then in effect authorizing 
such issue, or contrary to the provisions of 
this act, or of the constitution of this state, 
or who, in any application to the Comr. or 
in any proceeding before him, or in any 
examination, audit, or investigation made 
by him or his authority, knowingly makes 
any false statement or representation, or 
who, with knowledge of its falsity, files or 
causes to be filed in the office of the Comr. 
any false staternent or representation con- 
cerning such Co. or the property which it 
then holds or proposes to acquire, or con- 
cerning its officers or its financial condi- 
tion or other affairs, or concerning its pro- 
posed plan of business, or who, with 
knowledge of the falsity of any such state- 
ment or representation, issues, executes, or 
sells, or causes to be issued, executed, or 
sold, any security, without first informing 
the Comr, of the falsity of such statement 
in writing, or who, directly or indirectly, 
knowingly applies, or causes or assists in 
causing to be applied, the proceeds, or any 
part thereof, from the sale of any security 
to any purpose contrary to the provisions 


of the permit authorizing the issue of 


such security, or to any purpose specified 

in such permit in excess of any amount 

limited in such permit to be used for such 

purpose, or who, with knowledge that any 
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security has been issued or executed in 
vielation of any of the provisions of this 
act, sells or offers the same for sale, or 
who, with keowledge that any advertise- 
ment, pamphiet, prospectus, or circular 
concerning any security contains any state- 
ment that is false or misleading, or other- 
wise hkely to deceive a reader thereof, 
issues, circulates, or publishes the same, 
or shall canse the same to be issued, cir- 
culated, or published, or who, in any other 
respect, wilfully violates or fails to comply 
with any of the provisions of this act, or 
who, in any other respect, wilfully violates 
or fails, omits, or neglects to obey, ob- 
serve, or comply with any order, permit, 
decision, demand, or requirement, or any 
part or provision thereof, of the Comr. 
under the provisions of this act, ts guilty 
of a public offense and shall be punished by 
imprisonment in the state prison not ex- 
ceeding 5 years, or in a county jail not 
exceeding 2 years, or by a fine not exceed- 
ing $5,000, or by both such fine and im- 
prisonment. 

Sec. 15. There is hereby created a state 
Corp. Dept. The chief officer of such 
Dept. shall be the Comr. of Corps. He 
shall be appointed by the governor and 
hold office at the pleasure of the governor. 
He shall receive an annual salary of $5,000 
to be paid monthly out of the state treas- 
ury upon a warrant of the controller. He 
shall within 15 days from the time of no- 
tice of his appointment take and subscribe 
to the constitutional oath of office and file 
the same in the office of the Sec. of State 
and execute to the people of the state a 
bond in the penal sum of $10,000 with cor- 
porate security or two or more sureties, to 
be approved by the governor of the state, 
for the faithful discharge of the duties oí 
his office. 

Sec. 16. The Comr. shall employ such 
clerks and deputies as he may need to dis- 
charge in proper manner the duties im- 
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posed upon him by law. The attorney- 
general shall render to the Comr. opinions. 
upon all questions of law, relating to the 
construction or interpretation of this act 
or arising in the administration thereof, 

that may be submitted to him by the Comr., 
and shall act as the attorney for the Comr. 
in all actions and proceedings brought by 
or against him under or pursuant to any 
of the provisions of this act. Neither the 
Comr. nor any of his clerks or deputies 
shall be interested in any Co. which shall 
have applied for or secured a permit to 
sell securities, or in any broker, or agent 
as a director, stockholder, officer, member, 
agent, or employee. Such clerks and depu- 
ties shall perform such duties as the Comr. 
shall assign to them. He shall fi¥ the 
compensation of such clerks and deputies, 

which compensation shall be paid monthly, 
on the C’t’f. of the Comr. and on the war- 

rant of the controller, out of the state 

treasury. Each deputy shall, within 15 

days after his appointment, take and sub- 

scribe to the constitutional oath of office, 

and file the same in the office of the Sec. 

of State. 

Sec. 17. The Comr. shall at all times 
have the power to administer oaths and to 
make an examination or investigation of the 
books, records, accounts, and other papers, 
and of the business of any company, broker, 
or agent permitted or authorized by him to 
sell securities, to make dividends, to create 
debts, to divide, withdraw, or pay to the 
stockholders, or any of them, any part ot 
its capital stock, or to increase or reduce 
its capital stock. In any examination, 
audit, or investigation made or hearing 
conducted by him, he shall have the power 
to take the testimony of any witness and 
to issue subpoenas requiring the attendance 
upon such examination, audit, investiga- 
tion, or hearing in any part of the state of 
witnesses and the production of books, 
documents, and other things under their 
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control, and in any such case to take or 
cause to be taken the deposition of any 
witness residing within or without this 
state. All of the provisions of Ch, II of 
Title IlI of Part 1V of the Code of Civil 
Procedure, relating to the means of pro- 
duction of evidence out of court, shall be 
applicable to any examination, investiga- 
tuon, or hearing under this act. No person 
shall be excused from testifying or from 
producing any book, document, or other 
thing under his control upon any such ex- 
amination, audit, investigation, or hearing 
upon the ground that his testimony, or the 
book, document, or other thing required 
of him, may tend to incriminate him, or 
may have a tendency to subject him to 
punishment for a fclony, or to a penalty 
or forfeiture; but no person shall be prose- 
cuted, punished, or subjected to any pen- 
alty or forfeiture for or on account of any 
act, transaction, matter, or thing concern- 
ing which he shall have been so compelled 
to testify under oath, or to produce such 
documentary or other evidence; provided, 
that no person so testifying shall be ex- 
empt from prosecution or punishment for 
perjury if committed by him in his testi- 
mony. The authority to make or conduct 
any such examination, audit, investigation, 
or hearing including the authority to ad- 
minister oaths, and to subpcena witnesses 
and take their testimony, may be delegated 
by the Comr. to any deputy or examiner 
appointed by him for that purpose. Such 
appointment shall be made by an instru- 
ment in writing, signed by the Comr., 
under his official seal, and upon such ex- 
amination, audit, investigation, or hearing, 
the same shall be produced by such deputy 
or examiner at any time upon demand 
therefor. 

Sec. 18. In any action or proceeding 
commenced or prosecuted in this state 
against any Corp. or Assoc. which shall 
have appointed the Comr. its attorney, as 
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provided in Sec. 3 of this act, and in any 
action or proceeding commenced or prose- 
cuted in this state, arising out of or founded 
upon the actual fraud of any Corp. or 
Assoc. which shall have appointed the 
Comr. its attorney, as provided in Sec. 5 
of this act, service of process may be made 
upon the Comr. In any such case, the 
Comr. shall forthwith forward by mail, pos- 
tage prepaid, to the person designated by 
such Corp. or Assoc. by an instrument in 
writing duly executed by it and filed with 
the Comr., at the address stated in such 
instrument, or, if no such designation has 
been made, to the Sec. of such Corp. or 
Assoc. at its last known post-office address, 
a copy of such process; whereupon, and 
upon the payment of the fee herein pro- 
vided for, service of such process upon 
such Co. shall be deemed to be complete 
and to be personal service upon such Corp. 
or Assoc., with the same effect as if said 
Corp. or Assoc. were organized or incor- 
porated under the laws or this state and 
had been lawfully served with process 
therein. The certificate of the Comr., 
under his official seal, of such service, shall 
be competent and sufficient proof thereof. 

Sec. 19. The Comr. shall have his prin- 
cipal office in the city of Sacramento, and 
may eStablish branch offices in the city and 
county of San Francisco, and in the city 
of Los Angeles, and he shall from time 
to time obtain the necessary furniture, 
stationery, fuel, light, and other proper 
conveniences for the transaction of the 
business of the department; the expenses 
of which shall be paid out of the state 
treasury on the Ctf. of the Comr. and the 
warrant of the controller. 

Sec 20. The Comr. shall charge and 
collect the following fees: 

I. For filing any application for a per- 
mit to issue securities, $10, plus — 

1/2oth of 1% of the amount of any ex- 
cess of the aggregate value of the securi- 
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ties sought to be issued over $20,000 and 
not exceeding $50,000; 

1/25th of 1% of such amount in excess 
of $50,000 and not exceeding $100,000; 

1/5oth of 1% of such amount in excess 
of $100,000 and not exceeding $500,000; 

1/100th of 1% of such amount in excess 
of $500,000. 

The value of such securities shall be 
deemed to be their par or face value, if 
they have a par or face value; otherwise, 
the price at which the Co. proposes to 
sell or issue the same, or the value, as 
alleged in the application, of the consid- 
eration (if other than money) to be re- 
ceived in exchange therefor. 

2. For filing any application for a per- 
mit or other authority to make dividends, 
create debts, or to divide, withdraw, in- 
crease, reduce or pay to the stockholders, 
or any of them, the capital stock, or any 
part thereof, the same amount that would 
otherwise be chargeable or collectible if 
such application were for a‘permit to issue 
securities; provided, that in any such case 
the value shall be determined by the 
amount of Divs. made, debts created, 
or capital stock divided, withdrawn, in- 
creased, reduced, or paid. 

3. For filing any application for a 
broker’s certificate, $5. 

4. For filing any application for an 
agent’s certificate, $1. 

5. For any examination, audit, or investi- 
gation, $10 per day or fraction thereof, if 
made by the Comr. or the actual amount 
of the salary or other compensation, not 
exceeding $10 per day, paid to any deputy 
or other employee of the Comr., if made 
by a deputy or other employee, for each 
day or fraction thereof that such Comr., 
deputy, or other employee shall necessa-. 
rily be absent from his office for the pur- 
pose of making such examination, audit, 
or investigation, plus the actual amount 
of traveling expenses reasonably incurred 
in the performance of such work. 
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6. For copies of papers and records not 
required to be certified or otherwise au- 
pienticated by the Comr., 10¢ for each 
olio. 

7. For certified copies of. official docu- 
ments, orders, and other papers filed in 
his office; for making and.mailing copies 
of process served upon him under the pro- 
visions of Sec. 18 of the this act, and for 
transcrips on appeal, 15¢ for each folio 
and $1 for each certificate under seal 
affixed thereto. 

8. For certificate of service and mailing 
of process served upon the Comr, under 
the provisions of Sec. 18 of this act, $2. 

No fees shall be charged or collected 
for copies of papers, records, or official 
documents furnished to public officers for 
use in their official capacity or for the re- 
ports of the Comr. in the ordinary course 
or distribution; but the Comr. may fix 
a reasonable charge for publications issued 
under his authority. 

All fees charged and collected under 
this Sec. shall be paid at least once each 
week, accompanied by a detailed statement 
thereof, into the treasury of the state to 
the credit of a fund to be known as the 
“corporation commission fund,’ which 
fund is hereby created. 

Sec. 21. All moneys which shall be paid 
into the state treasury and credited to 
the “corporation commission fund” are 
hereby appropriated to be used by the 
Comr. in carrying out the provisions of 
this act; and the controller shall draw his 
warrant on said fund from time to time in 
favor of the Comr. for the amounts ex- 
pended under his direction, and the treas- 
urer shall pay the same. The Comr., may, 
with the consent of the board of control, 
withdraw from said fund a sum not ex- 
ceeding $1,000, to be used as a revolving 
fund where cash advances are necessary. 
The Comr. must account for the sum with- 
drawn for said revolving fund at any 


18 


A 


Blue Sky Laws, CALIFORNIA. 


ume upon demand of the board of con- 
trol. 

Sec. 22. The Comr. shall adopt a seal 
bearing the following inscription: ‘ Com- 
missioner of Corporations State of Cali- 
fornia.” The seal shall be affixed to all 
Writs, orders, permits, and certificates is- 
sued by him, and to such other instruments 
as he shall direct. All courts shall take 
judicial notice of said seal. - 

Sec. 23. The Comr. may execute in dup- 
licate any order, finding, or permit is- 
sued by him, and each of such parts shall 
be deemed to be an original. An original 
of every such order, finding, or permit 
shall be retained and preserved by him 
in his office. Copies of all documents, 
orders, and permits made, executed, or 
issued by the Comr. and of all papers 
filed in his office, when certified by the 
Comr. under his official seal, shall be re- 
ceived in evidcnce in all cases in like 
manner and with the same effect as the 
originals. Any order or permit issued by 
the Comr., or a copy thereof certified by 
the Comr., undcr his official seal, to be a 
true copy of the original order or permit, 
may be recorded in the office of the county 
recorder of the county in which is located 
the principal place of business of the Co. 
affected thereby or in which is situated 
any property oasuch Co., and such record 
shall impart nctice of such order or per- 
mit, and of all its provisions, to all per- 
sons. A C’t’f. under the seal of the Corr., 
that any such order or permit has not been 
amended, altered, revoked, or suspended 
may also be recorded in the same offices 
and with like effect. 

Sec. 24. Every official report made by 
the Comr., and every report, duly verified, 
made to him by any deputy, clerk, or other 
person employed by him, of any examina- 
tion, audit, or investigation made by him 
or under his direction, and copies of such 
reports, certified by the Comr., shall be 
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prima facie evidence of the facts therein 
stated for all purposes in any action or 
proceeding wherein any Co., broker, agent, 
or the Comr. is a party. 

Sec. 25. Neither this act nor any pro- 
vision hereof shall be deemed to prohibit 
subscriptions for shares of a Corp. made 
prior to the incorp. thereof and set forth 
in its articles of incorp.; but such sub- 
scriptions shall be deemed to have been 
made and accepted upon the condition that 
such Corp., when incorporated, shall with 
reasonable diligence apply for and secure 
from the Comr. a permit authorizing the 
issue of the shares so subscribed for, in 
accordance with such subscriptions. The 
directors or trustees named in the articles 
of incorp. may, prior to the issue of any 
shares, organize by. the election of a presi- 
dent, who must be one of their number, a 
Sec. and a treasurer; and such directors, 
or a majority of them, or such Pres. and 
Sec. may, in the name of and in behalf 
of the Corp., present an application to the 
Comr., as herein provided. 

Sec. 26. This act, in so far as it does not 
add to, take from, or alter an act entitled 
“An act to define investment companies, 
investment brokers, and agents; to provide 
for the regulation, supervision and licens- 
ing thereof; to provide penalties for the 
violation thereof; to create the office of 
Comr. of Corps., and making an appropria- 
tion therefor,” approved May 28, 1913, as 
amended by an act entitled “An act to 
amend Sec. 3 of an act entitled ‘An act 
to define investment companies, investment 
brokers, and agents; to provide for the 
regulation, supervision and licensing 
thereof; to provide penalties for the vio- 
lation thereof; to create the office of Comr, 
of Corps, and making an appropriation 
therefor,’ approved May 28, 1913,” approved 
June 3, 1915, shall be construed as a con- 
tinuation thereof. 

All decisions, orders, rules, findings, 
C’t’f’s, or permits heretofore made or is- 
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sued, and acts done by the Comr., shall 
continue in force and have the same effect | 
as if .they had been lawfully made, issued, 
or done under the provisions of this act. 

This act shall not affect any appeal pend- F 
ing from any decision of the Comr., or 
any proceeding to which he, in his official 
capacity, is a party; but the same may be 
prosecuted or defended with the same ef- | 
fect as if this act had not been passed. we | 
Any examination, audit, or investigation 
undertaken, commenced, or prosecuted 
prior to the taking effect of this act may 
be conducted to a final determination in 
the same manner and with the same effect 
as if it had been undertaken, commenced, 
or prosecuted under the provisions of this 
act, and in the manner herein provided. 
No action or proceeding, either civil or 
criminal, or cause of action arising under 
any law of this state shall abate by rea- 
son of the passage of this act, but actions 
or proceedings may be commenced and 
prosecuted upon such causes in the same ' 

! 


manner and with the same effect as if this 
act had not been passed. 

Sec. 27. Neither this act nor any pro- 
vision hereof shall apply to or be con- 
strued as a regulation of commerce with 
foreign nations or among the several states, 
except in so far as the same may be per- 
mitted under the provisions of the con- |! 
stitution and the acts of the congress of | 
the U. S. | 

Sec. 28. If any Sec., Subsec., sentence, | 
clause, or phrase of this act is for any ! 
reason held to be unconstitutional, such 
decision shall not affect the validity of the | | 
remaining portions of this act. The legis- | 
lature hereby declares that it would have 
passed this act, and each Sec., Subsec., sen- 
tence, clause, and phrase thereof irrespec- 
tive of the fact that any one or more other |_|, 
sections, subsections, sentences, clauses, or | 
phrases be declared unconstitutional. 

Sec. 29. All acts and parts of acts in- 
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consistent with the provisions of this act 
are hereby rep 


Nore.—Attention is called to section 2 
of the above act providing that the above 
act is a continuation of thé act of 1913, as 
amended in 1915 (Stats. 1 3 Chap. 353, 
as amended Stats. 1915, p. 609), ex- 
cept where inconsistent Acre As a 
practical matter the above act 
the former act. 
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CONNECTICUT. 
(P. A. 1911, C. 293, as amended P. A. 1913, 
C. 84.) 


(House Bill No. 175.) 
Chapter 84. 
An ACT 


Amending an Act concerning the Sale of 
Securities. 


Be it enacted by the Senate and House of 
Representatives in General Assembly 
Convened: 


SECTION 1. Section 1 of chapter 293 
of the public acts of 1911 as amended by 
chapter 84 of the public acts of 1913 is 
amended to read as follows: No shares 
or certificates of stock in any mining or 
oil corporation shall be sold or offered for 
sale until such coporation has filed with 
the bank commissioner a statement or 
certificate showing the financial condition 
of such corporation, the location of the 
mine or mines or oil properties or other 
plant or property owmed by such corpora- 
tion, with, in the case of a mining or oil cor- 
poration, plans of the same, the amount of 
work done thereon, the amount of cash ex- 
pended for improvements thereon, and the 
condition of the plant and machinery con- 
nected therewith, nor until said commis- 
sioner has given permission in writing for 
such sale or offer. Such statement or cer- 
tificate shall be subscribed and sworn to 
by the president, treasurer and secretary 
of said corporation. The bank commis- 
sioner shall make such investigation of the 
affairs of said corporation as he may find 
necessary to ascertain its condition and, as 
far as he is able, the value of its securities, 
and on becoming satisfied, after such ex- 
amination, that the sale of such securities 
should be permitted, may issue to said cor- 
poration a permit, in writing, authorizing 
the sale of the same in this state. For the 
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filing of such.statement .or -certificate a fee 
of one hundred dottirs shail be paid to 
said. commissioner, for. the use of. the. 
state, whether or not permission is ‘granted 
thereon as aforesaid: The corporation fil- 
ing such statement or certrhcate shall 
thereupon pay to. the. commissioner said 
fee of one hundred dolfars, and shall also 
give such security: as- the commissioner 
shall . ab Lak for. the. payment of. the. ex- 
pense of making, said: investigation, and’ 
shall pay to said commissioner the amount 
of) said<exponse ‘omipresentation .of.astatee- 
mem'thereof; Such permet; if: given; shall 
be valid for one year from its date unless 
said commissioner: shal within said. time, 
revoke the-same fon cause,;and.such. per-- 
missiom may; be: renewed. fort a period: of, 
one :yeat, in the..discretion:.of the commis-- 
stoner, Uuponupayment.od a.fee.of: twenty-- 
fiwe dollazs. for eash. renewal. 

Sse. .2.: This aet:shall, tala: effeet. froma 
its: passage: 

(P: As. 193a Go. IOE.) 
Concerning Filing» of Atmual: Returns: bye 
Mining:-andiOn Companies. 

‘Ruble Attsyof ‘19932 
Chapter ~tor. 

Every. mining. or oil” corpprahon: which 
has. received a certificate from _the.commis-. 
sion on. building and ‘Idan. assosiations:.au- 
thori such company, to: sell-its. shares. 
or. certificates. of’ stock.in this: state; sball;, 
on. Fig. wi paid: ca thirtieth in. each. 
year,. filé. with s commissioner, upon. 
blanks. furnished: by, him, .a. statement. ofi 
its:assets and liabifities and ‘such other. ine. 
fosmatian as. may. te re re peels ‘com+ 
missioner, as“ o preceding... 
Said, statement. shalt” bė. subscribed: and: 
sworn..to.. by; the . president,, secretary. andi 
treasurer.o such cata mining, or "oil corporation, 
befóre. a. pea public, , and. shall, be. ace 
compamniéd . by. a. certificate. ftom a: certis 
fied: -acconatant..as. to. the. truth. of: 
thie. facts contained. therein. 
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Note.— Investment companies must be- 

fore selling their own stock or debentures 

obtain authority from the state. Gen. Stats. 

1902, Secs. 2455, 2456, 2457, 2458 (as 
amended P. A. 1909, C. 60, Sec. 1), 2450, F 
2460, 2461 (as amended P. A. 1911, C. 239). 
So also with building and loan societies, 
P. A. 1903, C. 194, Secs. 41, a” and foreign 
building and loan societies (P. A. 1902, 
Sec. 4008, as amended P. A. 1913, C. 60, 
Sec. 4009). See largely as to taxation 
Gen. Stats. 1902, Secs. 2463, 2464, 2465, as 
amended by P. A. 1909, C. 6083, P. A. 1907, 

C. 253. 
BLUE SKY LAWS. 


INDIANA. 


(It is unlawful for an investment com- 
pany to sell its own stock or bonds without 
consent from the State auditor. Burns’ 
Annotated Statutes 1914, Sections 4963- 


4975.) 
BLUE SKY LAWS. 


NEW YORK. 

Note.— As to restrictions on investment 
companies selling property on instalments 
and doing various kinds of banking, see 
Consol. Laws, C. 2, as amended. 
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FLORIDA 
Enacted 1913 Segs. of Legislature 


Sec. 1. Every Corp., other. than munici- 
pal Corps., State and Nat. Banks, Tr. Cog., 
Public Utility Corps., Corps. under the ju- 
risdiction of the Railroad Com. of Florida, 
and Corps. doing the business of Ins. or 
surety, authorized to do business by. the 
Board of Ins. Goms. of Fla., and Corps. not 
organized for profit, which are now organ- 
ized or which may be organized in this 
State which shall offer for gale within Fia., 
and outside of the county where such Gorp. 
has its princ Ape office or place of business 
through any Agency whatsoever, any of its 
stocks, bonds, debentures c’t’f’s, policies 
or other securities of any kind or char- 
acter shall be known for the purposes of 
this act as a Domestic Investment Go. Any 
Corp. organized under the laws of any 
other State, Ter. or Country shall be known 
for the purposes of this act as a “ Foreign 
Investment Co.” 

Src. 2. Before attempting to sell or of- 
fering for sale any ‘stocks, ‘bonds or other 
securities of any kind or character to any 
person or persons within this State every 
such Inv. Co., Domestic or Foreign shall file 
in the office of the Compt. of the State of 
Florida, together with a filing fee of $5.00, 
the following documents, to-wit: 

A statement showing in full detail the 

an upon which it proposes to transact 

usiness; a copy of all contracts, bonds, 
stocks ot other instruments which it prò- 
ses to make with or sell to its con- 
tractors; a statement which shall show the 
name and loeation of the Inv. Co.; an item- 
fzed account of its ‘actual financial starid- 
ing, showing the amount, character and lo- 
cation of its property and its liabilities: 
and such other information touching its af- 
fairs as said Compt. may require. It shall 
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also file with the Compt. a copy of its Arts. 
of incorporation, constitution and by-laws 
and all other papers pertaining to its or- 
; Renae all of which above papers and | 
ocuments shall be verified by the oath of -` 
the Pres. of such Corp., or by some duly ( 
authorized officer of same. 

Src. 3. Every such Foreign Inv. Co. shall 
also file with the Compt. its written con- 
sent, irrevocable, that actions may be com- 
menced against it in the proper court of 
any county in this State in which a cause 
of action may arise, or in which the plain- 
tiff may reside, by the service of process 
upon the Compt. and stipulating that such 
service of process shall be taken and held 
in all courts to be valid and binding as per- 
sonal service upon the Co. itself. Such writ- 
ten consent given to the Compt. by said 
Cos. shall be authenticated by the seal of 
said Foreign Inv. Co., and by the: signatures 
of the Pres. and Sec. of the Corp., and shall 
be accompanied by a duly certified copy of 
the order of resolution of the board of di- 
rectors of the said Corp., authorizing the 
Pres. and Sec. to execute same. When serv- 
ice shall be perfected in such manner upon 
any such Co., the same shall constitute due 
service of process upon such Co., and bind- 
ing and effective in all respects. 

Sec. 4. It shall be the duty of the 
Compt., together with the Atty. Gen., to 
examine the statements and documents 80 
filed, and if said Compt. and Atty. Gen. 
may deem it advisable, they shall make or 
have made a detailed examination of such 
Inv. Co., and its affairs, which examination 
shall be at the expense of such Inv. Co. 
as hereinafter provided; and if he finds that 
such Inv. Co. is solvent, and that its Arts. 
of incorporation and Asso., its constitution 
and by-laws, its proposed plan of business 
and its contracts, contain a fair, just and 
equitable plan for the transaction of busi- 
ness, they shall issue to such Inv. Co. 8 
statement reciting that such Co. has com- 
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plied with the provisions of this act, that 
detailed information with regard to the Co. 
and its securities is on file in the office of 
the Compt. at Tallahassee, Fla., that such 
Inv. Co. is permitted to do business in this 
State, and that such statement shall also 
recite in bold type that the Compt. is not 
required or permitted by law to recommend 
the securities offered for sale by such Inv. 
Co. But if said Compt. and Atty. Gen. find 
that such Arts. of incorporation or Asso., 
charter, constitution and by-laws, plan of 
business or propesed contract contain any 
provision that is unfair, unjust or inequi- 
table or oppressive to any class of con- 
tractor, or if they decide from their ex- 
amination of its affairs that said Inv. Co. 
is not solvent and does not intend in good 
faith to do a fair and honest business, then 
they shall notify said Inv. Co. in writing 
of their finding and it shall be unlawful 
for such Co. to sell or offer for sale any of 
its securities in this State until it shall so 
change its constitution and by-laws, Arts. 
of incorporation or Asso., its proposed plan 
of business and contract, and its general 
financial condition in such manner as to 
satisfy the Compt. and Atty. Gen. that it 
is solvent, and its Arts. of incorporation or 
Asso., its constitution and by-laws, its pro- 
posed plan of business and proposed con- 
tract provide for a fair, just and equitable 
plan for the transaction of business. Pro- 
vided further that all expenses paid or in- 
curred and all fees or charges received or 
collected for any examination made under 
these provisions of this Sec. of this act shall 
be reported in detail to the Compt., and a 
TA report and record thereof made and 
ept. 

ec. 5. Tt shall not be lawful for any 
such Inv. Co., or any agent thereof, or any 
person owning or controlling any of the se- 
curities of such Co., to sell or offer for sale 
any of the said securities hereinbefore speci- 
fied, except as provided in See. 1, within 
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Fla. until it shall have complied in all re- 
spects with the terms of this act and ob- 
tained the c’t’f. of the Compt. and Atty. 
Gen. as provided herein. 

Src. 6. Any Inv. Co. may appoint one or 
more agents, but no agent shall sell or offer 1 
for sale in this State, except as provided in 
Sec. 1 of this act, the securities of any such 
Jnv. Co. until he shall first register with 
the Compt. as agent for such Inv. Co., and 
for each of such registrations there shall be 
paid to the Compt. the sum of $1.00. Pro- 
vided the Compt. and Atty. Gen., at their 
discretion, shall require such Agt. or Agts. 
to give and file with the Compt. bond in 
such sums and amounts as they may deem 
best to the best interests of the investing 
public, either in their own right or on the 

art of the Inv. Co. whom he represents, 

payable to the Gov. of Fla., and conditioned 
that the securities he offers for sale are 
fair and just, and that he will save harm- 
less, the purchaser or purchasers against 
any loss which may be occasioned by rea- 
son of the reliance of such purchaser or pur- 
chasers on any false or fraudulent repre- 
sentation made in the course of the sale of 
such securities. And it is hereby expressly 
provided that any person or persons who 
may have sustained an injury covered by 
such bond, may, in addition to any other 
remedy that he may have, bring suit on 
such bond in the name of the Gov. of Fla., 
for the use of such person or persons. Such 
registration shall entitle such Agt. to rep- 
resent such Inv. Co. as its Agt. until the 
first of Jauuary, following, unless such au- 
thority is sooner revoked by the Compt. or 
the Inv. Co., and such authority shall be , 
subject to revocation at any time by the ` 
Compt. and Atty. Gen. for cause appearing ‘ 
to them sufficient. 

Sec. 7. Every Inv. Co., Domestic or For- 
eign, shall at such times as required by the 
Compt. and Atty. Gen., file a statement 
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verified by the oath of the person author- 
ized to make the same, setting forth in such 
forms as may be prescribed by the Compt. 
and Atty. Gen. its financial condition and 
the amount of its assets and liabilities and 
furnish such other information concerning 
its affairs as said Compt. and Atty. Gen. 
may require; such statement shall be ac- 
companied by a filing fee of $5.00, Any 
Inv. Co. failing to file its report withm 60 
days after the written request of the Compt. 
and Atty. Gen. shall forfeit its right to do 
business in this State. 

Sec. 8. Whenever it shall appear to the 
Compt. and Atty. Gen. that the assets of 
an Inv. Co. doing business in the State are 
impaired to the extent that such assets do 
not equal its liabilities or that it is con- 
ducting its business in an unsafe, inequi- 
table, or unauthorized manner, or jeopardiz- 
ing the interests of its stockholders and 
investors in stocks, bonds, or other securi- 
ties by it offered for sale, or whenever any 
Inv. Co. shall fail to or refuse to file any 
papers, statements or documents required 
by this act, without giving satisfactory rea- 
sons therefor, said Compt. and Atty. Gen. 
shall at once revoke the license of said Inv. 
Co. to do any further business in Florida. 

Sec. 9. Any person who shall knowingly 
subscribe to or make or cause to be made, 
any false statements or false entry in any 
book of such Inv. Co. or exhibit any false 
paper with the intention of deceiving an 
person authorized to examine into the af- 
fairs of such Inv. Co., or shall make, utter 
or publish any false statement of the finan- 
cial condition of such Inv. Co. or the stock, 
bonds, or other securities by it offered for 
sale, shall be deemed guilty of a felony, 
and upon conviction thereof shall be fined 
not exceeding $5,000.00 or imprisoned in the 
State prison not exceeding 5 years, or either 
or both in the discretion of the court. 

Sec. 10. Any person or persons, agent 
ar agents, who shall sell or attempt to sell 
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the stocks, bends or other securities of amy 
Inv. Co., ‘domestic or foreign, when such 
Env. Co. has net complied with the provi- 
sions of this set; and any Agt. or Agta. 
Who shall sell or attempt to sell any such 
securities of any Inv. Oo., @omestic or for- 
eign, in this State, which Agt. is mot at 
the time fully registered and aot fally 
ee igi with the provistons of this act, 
aa he deemed guilty of a misdemeanor, 
and upon eonvictien thereof, shall be pun- 
ished by imprisonment. in the connty jail 
not exceeding 1 year or by fine not exceed- 
ing $1,000.06, er by both such fine and im- 
privonment in the discretion of the court. 
‘Previded, That nothing in this act shall 
extend to any seller of stock, bond, or other 
security, who has purehased the same in. 
good faith fer value, and who is tire ‘bona 
fide owner of sach stock, bond, or other Be- 
curity at time of such sale. * * 
mc. 12. AN laws and parts of Es in. 


‘oonffict herewith are hereby repealed. 
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GEORGIA. 
Laws 1913, page 117. 


Secrion 1. Be it enacted by the Gen. 
Assembly of the State of Georgia, and it 
is hereby enacted by authority of same, 
That from and after Jan. 1, 1914, no 
dealer m stocks, bonds, debentures, C’t’f’s 
of participation, or other securities, shall 
in this State sell, offer for sale, invite 
offers for or inquiries about, such secur- 
ities, by personal solicitation, letters or cir- 
culars (except to other dealers or banks) 
or by advertising in any newspaper, mag- 
azine or other periodical published in this 
State, until such dealer has filed with the 
Sec. of State: 

(a) A statement under oath showing the 
name and principal place of business of 
such dealer, and the names, residences and 
business addresses of all persons interested 
in such securities as principals, officers, 
directors or trustees, including the name, 
residence and business address of an agent 
residing in this State, if any. 

(b) If such dealer is non-resident, a 
designation or power of attorney filed with 
the Sec. of State, duly signed and sealed, 
appointing and authorizing some person 
who shall be a resident of this State, to 
acknowledge or receive service of process, 
and upon whom process may be served for 
and in behalf of such dealer, in all pro- 
ceedings that may be instituted against 
such dealer in any court of this State or 
in any court of the U. S., in this State, and 
consenting that service of process upon any 
agent or Atty. appointed under the pro- 
visions of this Sec. shall be taken and 
held to be as valid as if served upon the 
dealer; and such instrument shall further 
provide that the authority of such Atty. 
shaff continue until revocation of his ap- 
pointment is made by such dealer by filing 
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a similar instrument with the Sec. of State, 
whereby another person shall be appointed 
as such Atty.: Provided, however, that the 
provisions of this Sec. shall not be con- 
strued to alter or amend the laws now in 
force in this State, relative to bringing 
suits and serving process on foreign Corps. 
doing business in this State. If any Atty. 
sO appointed shall absent himself from 
this State or his usual place of business 
or abode, or shall secrete himself, so that 
process may not be served upon him, or 
shall have become disqualified from any 
cause whatever, or shall die, the Sec. of State 
shall immediately appoint an Atty. for 
service for such dealer, of which appoint- 
ment notice in writing shall be immediately 
given by said Sec. of State to such ap- 
pointee, and shall also be sent to said dealer 
by mail, which appointment shall be as 
valid as if made by said dealer, and shall 
continue in force until such absent agent 
or Atty. shall return and give to said Sec. 


of State written notice thereof, or until 


the dealer shall have made another appoint- 
ment in the manner above subscribed. 
Service of process as aforesaid, issued by 
any such court, as aforesaid, upon any such 
Atty. appointed by the dealer or by the 
Sec. of State, shall be valid and binding 
and shall be deemed personal service upon 
such dealer, so long as he or it shall have 
any obligations or liabilities outstanding in 
this State, although such dealer may have 
withdrawn, been excluded from or ceased 
to do business in this State. If any dealer 
shall fail, neglect or refuse to appoint and 
maintain within this State such Atty. or 
agent, it shall forfeit the right to do or 
continue business in this State. 

Sec. 2. In this Act, the term “ dealer ” 
shall mean. any individual, partnership, 
Asso. or Corp. engaging in this State in 
the occupation of selling stocks, bonds, 
debentures, C’t’f’s of participation or other 
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securities, whether as principal or as broker 
or as agent. 

An individual, Corp. or Asso., offering 
its own securities generally for sale by 
circular, advertising or through brokers or 
agents, to others than its own shareholders 
or members, or to others than the dealers 
or banks or by such means inviting offers 
for or inquiries about its securities, shall 
be considered a dealer under the terms of 
this Act. 

Sec. 3. By an order directed to ary such 
dealer, the Sec. of State may require such 
dealer, whenever he shall offer any secur- 
ities in his State, except to other dealers 
or banks, to file with him a statement show- 
ing the security or securities so offered, 
and the Sec. of State may by such order, 
require such dealer to mail to him as soon 
as any copies are so mailed, or shown, to 
any prospective purchaser in this State, a 
copy of all printed or otherwise redupli- 
cated circulars of any security or securities 
the dealer shall offer for sale in this State, 
including a copy of all advertisements 
thereof, inserted in any newspaper, maga- 
zine or other periodical published or ex- 
hibited in this State. The Sec. of State 
may limit such an order to securities of 
any particular class or character on which 
he may deem such information necessary. 

Sec. 4. The Sec. of State may at any 
time order a dealer to file with him evi- 
dence, including an official statement of 
assets and earnings, copy of dealer’s con- 
tract showing his compensation, or other 
anformation in relation to any security the 
dealer is offering for sale or inviting offers 
for, except to other dealers or banks, or is 
advertising in newspapers, magazines or 
other periodicals published or exhibited in 
this State, sufficient to show that the offer- 
ing or invitation has been and is being 
made honestly and in good faith, and with 
disclosure of pertinent facts sufficient to 
enable intending purchasers to form a 
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reasonable and accurate judgment of the 
value of the security. For every sugh ree 
port so filed, the Sec. of State shall be 
paid a fee of $5.00 by the dealer at the time 
of the filing of same. Unless such evi- 
dence is filed and is sufficient, as stated, 
the Sec, of State may order a dealer not to 
offer the security for sale or otherwise ad- 
vertise it iu publications or ciscularize -ir 
in this State, 

Sec. 5. On ordering a dealer not tọ sell, 
offer for sale, circularize or advertise in 
such publications in this State any security, 
the Sec. of State must send notice to the 
dealer by Reg. mail, addressed to the deal- 
er’s principal place of business, stated as 
required under Sec, I of this Act, or to 
such address as the dealer may designate 
for that purpose, stating the reasans there- 
for. Upon receipt of such arder from the 
Sec. of State, the dealer may apply to a 
Judge of the Superior Court of the Atlanta 
Circuit for an order addressed to the Sec. 
of State to show cause why said order 
shall. not be revoked and upon such.applica- 
tion the decision or determination of the 
Sec. of State as to any matters ar things 
involved.in such order may be reviewed d by 
such judges and he may suspend the- A E 
issued by the Sec. of State pending the de- 
termination of the application, and may 
make such other pravisians as justice may 
require for the summary hearing and de- 
termination thereof. 

Sec. 6. A fee af $25.00 shall be paid to 
the Sec. of State with the filing of the 
initial statement required by Sec. 1 of this 
Act, and.a reeeipt shall be furnished show- 
ing that such dealer has filed the statement 
required by this Act; and a fee.of 1.90 
shall be paid for each duplicate receipt 
furnished said dealer by the Sec. of State. 

Sec. 7. Any dealer or agent of a ae 
wilfully violating the provisions of this 
Act, upon conviction thereof, shall be 
charged guilty of a misdemeanor and be 
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pusished’ in accordance with Sec. 1065, 
Criminal Code of Georgia 1910. 

Src. & Every sale or contract of sale 
in violation of Sec. 1 er of any order 
issued under Sec. 3 of this Act, shalt be 
void and may be rescinded by the pur- 
chaser within one year, but not thereafter. 


Sec. 9. The, provisions of this Act, shall 
not apply to the following classes of. secur- 
ities; bonds or. other, evidences of indebted- 
ness of the U. S., or any foreign Gov't, 
of any State or Terr. of the U. S. or of 
any foreign Gov't, of any county, city, 
township, village, district or other political 
or taxing sub-division of any state or Terr. 
of the U. S. or of any foreign Gov't; 

Commercial paper or evidences of indebt- 
edness running not more than 12 months 
from date thereof; 

Bonds, stocks or other securities of any 
Ins. Co. or quasi-public Corps., the issue 
of whose securities is regulated by a public 
service commission or board of any state 
or Terr. of the U. S. or any foreign Gov't, 
or Ins. Com’r. or which are approved as 
legal Invest. for savings banks under the 
laws of any state of the U. S.; first mort- 
gages or other liens secured by first lien on 
real estate located within this State. 

Sec. 10. If a dealer shall sell, offer for 
sale, invite offers for or inquiries about 
any securities mentioned in Sec. 9 with in- 
tent to defraud, he shall be deemed guilty 
of violating this Act and subject to all the 
penalties hereof. 

Sec. 11. This Act is not intended and 
shall not operate to repeal any existing 
Statutes for the regulation of any Corps., 
Assos., individuals or dealers engaged 
wholly or partly in the issuance, sale or 
otherwise dealing in stocks, bonds, deben- 
tures, C’t’f’s or participation or other 
securities, but all existing remedies, regula- 
tions and restrictions relating thereto are 
expressly reserved by the terms of this 
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Act, and this Act shall be cumulative 
thereof. 

Sec. 12. Be it further enacted, That 
with the exception stated in Sec. 11, all 
laws in conflict with this Act be and are 
hereby repealed. 


Nore.—(For criminal penalties for un- 
lawful sale of stocks, see Parke’s An- 
notated Code (Penal) Secs. 628, 628a.) 
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Compiled Laws, 1919, Chap. 224. 


1. Definition of Invest. Co.’s. Every 
Corp., every copartnership or Co., and 
every Asso. (other than state and Nat. 
Bks., Tr. Co.’s, real estate mortgage Co.’s 
dealing exclusively in real estate Mtg. 
notes, and Corps. not organized for profit), 
organized or which shall be organized in 
this state, whether incorporated or unin- 
corporated, which shall sell or negotiate 
for the sale of any stocks, bonds or other 
securities of any kind or character other 
than bonds of the U. S., the state of Idaho, 
or of some municipality of the state of 
Idaho, and notes secured by Mtgs. on real 
estate located in the state of Idaho, to any 
person or persons in the state of Idaho, 
other than those specifically exempted 
herein, shall be known for the purpose of 
this chapter as a domestic Invest. Co. 
Every such Invest. Co. organized in any 
other state, territory or Gov't, or organized 
under the laws of any other state, Terr. or 
Gov't, shall be known for the purpose of 
this chapter as a foreign Invest. Co. 

2. Documents to be filed: Fee. Before 
offering or attempting to sell any stocks, 
bonds or other securities of any kind or 
character other than those specifically ex- ; 
empted in Sec. 1 of this chapter, to any 
person or persons, or transacting by-laws, 
and all other papers pertaining to its 
organization. 

If it shall be an Invest. Co. organized 
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under the laws of any other state, Terr. 
or Gov't, incorporated or unincorporated, 
it shall also file with the said bank Comr. 
a copy of the laws of such state, Terr. or 
Gov’t under which it exists or is incor- 
porated, and also a copy of its charter, 
articles of incorporation, constitution by- 
laws and all amendments thereof which 
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have been made and all other papers per- 
taining to its organization. 

3. Papers verified. All of the above 
described papers shall be verified by the 
oath of a member of a copartnership or 
Co., if it be a copartnership or Co., or by 
the oath of a duly authorized officer, if it 
be an incorporated or unincorporated Asso. 
All such papers, however, as are recorded 
or are on file in any public office shall 
be further certified to by the ofticer of 
whose records or archives they form a 
part, as being correct documents herein- 
after required, every such Invest. Co, 
domestic or foreign, shall file in the office 
of the bank commissioner of this state, to- 
gether with a filing fee of $2.50, the follow- 
ing documents, to wit: 

A statement showing in full detail the 
plan upon which it proposes to transact 
business. A copy of all contracts, bonds, 
or other instruments which it proposes to 
make with or sell to its contributors. A 
statement which shall show the name and 
location of the Invest. Co., and an itemized 
account of its actual financial condition, 
and the amount of its property, and liabil- 
ities and such other information, touching 
its affairs as said bank commissioner may 
require. 

If such Invest. Co. shall be a copartner- 
ship or an unincorporated Asso., it shall 
also file with the bank Comr. a copy of its 
articles of copartnership or Asso., and all 
other papers pertaining to its organization, 
and if it be a Corp. organized under the 
laws of Idaho it shall also file with the 
bank Comr. a copy of its articles of in- 
corporation, constitution and any business 
whatever in this state, excepting that of 
preparing the copies of such records or 
archives. 

4. Consent of foreign Invest. Co. to 
be sued. Every foreign Invest. Co. shall 
also file its written consent, irrevocable, 
that actions may be commenced against it, 
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in the proper court of any county 1n this 
state in which a cause of action may arise, 
by the service of process on the Sec. of 
State and stipulating and agreeing that 
such service of process on the Sec. of State 
shall be taken and held, in all courts to 
be as valid and binding as if due service 
had been made upon the Co. itself accord- 
ing to the laws of this or any other state, 
and such instrument shall be authenticated 
by the seal of said foreign Invest. Co. and 
by the signature of a member of the co- 
partnership or Co., if it be a copartnership 
or Co., or by the signatures of the Pres. 
and Sec. of the incorporated or unincor- 
porated Asso., if it be an incorporated or 
unincorporated Asso., and shall be accom- 
panied by a duly certified copy of the order 
or resolution of the board of directors, 
trustees or managers of the Corp. authoriz- 
ing the said Sec. and Pres. to execute the 
same. 

5. Duties of bank Comr.: Favorable 
and unfavorable reports. It shall be the 
duty of the bank Comr. to examine the 
statements and documents so filed, and if 
said bank Comr. shall deem it advisable he 
shall make or have made a detailed ex- 
amination of such Invest. Co.’s affairs, 
which examination shall be at the expense 
of such Invest. Co., as hereinafter provided. 

If he finds that such Invest. Co. is 
solvent, that its articles of incorporation 
or Asso., its constitution and by-laws, its 
proposed plan of business and proposed 
contract contain and provide for a fair, 
just and equitable plan for the transaction 
of business, and in his judgment promises 
a fair return on the stocks, bonds and other 
securities by it offered for sale, the bank 
Comr. shall issue to such Invest. Co. a 
statement reciting that such Co. has com- 
plied with the provisions of this chapter, 
that detailed information in regard to the 
public inspection and information, that such 
Invest. Co. is permitted to do business in 
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this state, and such statement shall also 
recite in bold type that the bank Comr. in 
no wise guarantees the securities to be 
offered for sale by such Invest. Co. 

But if said bank Comr. finds that such 
articles of incorporation or Asso., charter, 
constitution and by-laws, plan of business 
or proposed contract contain any provision 
that it is unfair, unjust, inequitable or op- 
pressive to any class of contributors, or 
if he decides from his examination of its 
affairs that said Invest. Co. is not solvent 
and does not intend to do a fair and honest 
business, and in his judgment does not 
promise a fair return on the stocks, bonds 
or other securities by it offered for sale, 
then he shall notify such Invest. Co. in 
writing of his findings, and it shall be un- 
lawful for such Co. to do any further busi- 
ness in this state until it shall so change 
its constitution and by-laws, articles of in- 
corporation or Asso., its proposed plan of 
business and proposed contract and its 
general financial condition in such manner 
as to satisfy the bank Comr. that it is 
solvent, and its articles of incorporation or 
Asso., its constitution and by-laws, its pro- 
posed plan of business and proposed con- 
tract provide for a fair, just and equitable 
plan for the transaction of business and 
does, in its judgment, promise a fair return 
on the'stocks, bonds-and other securities by 
it offered for sale. 

Provided that all expenses paid or in- 
curred and all fees or charges received or 
collected for any examination made under 
the provisions of this Sec. of this chapter 
shall be reported in detail by the bank 
Comr. and a full report and record thereof 
made in detail. 

6. Filing documents requisite for tran- 
saction of business: Amendments. It 
shall not be lawful for any Invest. Co. 
either as principal or agent, to transact any 
business, in form or character similar to 
that set forth in section 1 of this chapter, 
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except as is provided in section 2 of this 
chapter, until it shall have filed the papers 
and documents above provided for. No 
amendment of the charter, articles of in- 
corporation, constitution and by-laws of any 
such Invest. Co. shall become operative 
until a copy of the same has been filed with 
the bank Comr. as provided in regard to the 
original filing of charters articles of in- 
corporation, constitution and by-laws, nor 
shall it be lawful for any such Invest. Co. 
to transact business on any other plan than 
that set forth in the statement required to 
be filed by Sec. 2 of this Chap., or to make 
any contracts other than that shown in the 
copy of the proposed contract required to 
be filed by Sec. 2 of this Chap., until a 
written statement showing in full detail the 
proposed new plan of transacting business 
and a copy of the proposed new contract 
shall have heen filed with the bank Comr., 
in like manner as provided in regard to the 
original plan of business aad proposed con- 
tract, and the consent of the bank Comr. 
obtained as to making such proposed new 
plan of transacting business and proposed 
new contract. 

7. Agents. Any Invest. Co. may appoint 
one or more agents, but no such agent shall 
do any business for said Invest. Co. in this 
state until he shall first register with the 
bank Comr. as agent for such Invest. Co., 
and for each of said registrations there 
shall be paid to the bank Comr. the sum of 
$i. Such registration shall entitle such 
agent to represent said Invest. Co. as its 
agent until the 1st day of March following, 
unless said authority is sooner revoked by 
the bank Comr.; and-such authority shall 
be subject to revocation at any time by the 
bank Comr. for cause appearing to him 
sufficient. 

8. Reports of Invest. Co’s. Every In- 
vest. Co., domestic or foreign, shall file at 
the close of business on Dec. 31 and June 
30 of each year, and at such other times as 
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required by the bank Comr., a statement 
verihed by the oath of the copartnership 
or Co., if it be a copartnership or Co., or 
by the oath of a duly authorized ofhcer, 
if it be an incorporated or unincorporated 
Asso., setting forth in such form as may be 
prescribed by the said bank Comr., its 
financial condition and the amount of its 
assets and liabilities, and furnishing such 
other information concerning its affairs as 
said bank Comr. may require. Each regu- 
lar statement of Dec. 31 and June 30 shall 
be accompanied by a filing fee of $2.50. 
Any Invest. Co. failing to file its report at 
the close of business Dec. 31 or June 30 
of each year within Io days of that date, or 
failing to file any other or special report 
herein required within 30 days after re- 
ceipt of request or requisition therefor, 
shall forfeit its right to do business in this 
state. 

9. Accounts: How kept: Open for 
inspection. The general accounts of every 
Invest Co., domestic or foreign, doing 
business in this state, shall be kept by dou- 
ble entry, and such Co., its copartners or 
managing officers, shall at least once in each 
month make a trial balance of such .ac- 
counts, which shall be recorded in a book 
provided for that purpose; such trial bal- 
ances and all other books and accounts of 
such Co. shall at all times during business 
hours, except on Sundavs and legal holi- 
days, be open to the inspection of stock- 
holders and investors in said Co. or in- 
vestors in the stocks, bonds or other se- 
curities by it offered for sale and to the 
bank Comr. and his deputies. 

10. Exam. by bank Comr. The bank 
Comr. shall have general supervision and 
control, as provided in this chapter, over 
any and all Invest. Co’s., domestic or for- 
eign doing business in this state and all 
such Invest. Co's. shall be subject to Exam. 
by the bank Comr. or his duly authorized 
deputics at any time the bank Comr. may 


Blue Sky Laws, IDAHO, 


deem it advisable and in the same manner 
as is now provided for the Exam. of state 
banks. The rights, powers, and privileges 
of the bank Comr. in connection with such 
Exam’s. shall be the same as is now pro- 
vided with reference to Exam. of state 
banks; and such Invest. Co. shall pay a fee 
for each Exam. of not to exceed $5 for 
each day or fraction thereof plus the actual 
traveling and hotel expenses of said bank 
Comr. or deputy that he is absent from the 
capitol building for the purpose of making 
such Exam., and the failure or refusal of 
any Invest. Co. to pay such fees upon the 
demand of the bank Comr. or deputy while 
making such Exam. shall work a forfeit- 
ure of its right to do business in this state: 

Provided, That not more than two such 
Exam’s. shall be charged for in any year: 

And, Provided further, That where Exam’s. 
of more than one Invest. Co. in the same 
community chall be made the same week 
the actual traveling expenses of the cxam- 
iner shall be pro rated between such Co’s. | 

| 


11. Appointment of receiver. Where- 
ever it shall appear to the bank Comrs. 
that the assets of any Invest. Co. doing 
business in this state are impaired to the 
extent that such assets do not equal its 
liabilities, or that it is conducting its busi- 
ness in an unsafe, inequitable or unauthor- 
ized manner, or is jeopardizing the interest 
of its stockholders or investors in stocks, 
bonds or other securities by it offered for 
sale, or whenever any Invest. Co. shall fail 
or refuse to file any papers, statements or 
documents required by this chapter, with- 
out giving satisfactory reasons there- l 
for, said bank Comr, shall at once 
communicate such facts to the Atty. 

Gen. and shall thereupon apply to the su- 
preme court or to the district court where 
such Co. is located or is doing business, 
or to a judge of either of said courts for | 
the appointment of a receiver to take charge 
of and wind up the business of such Invest. : 
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Co., and if such fact or facts be made to 
appear it shall be sufficient evidence to 
authorize the appointment of a receiver 
and the making of such orders and decrees 
in such cases as equity may require. 

12. Penalty for false entry or state- 
ment. Any person who shall knowingly 
or wilfully subscribe to or make or cause 
to be made any false statement or false 
entry in any book of such Invest. Co., or 
exhibit any false paper with the intention 
of deceiving any person authorized to ex- 
amine into the affairs or such Invest. Co., 
or shall make or publish any false state- 
ment of the financial condition of such 
Invest. Co., or the stocks, bonds or other 
securities by it offered for sale, shall be 
deemed guilty of a felony, and upon con- 
viction thereof shall be fined not less than 
“200 nor more than $10,000, and shall be 


‘imprisoned for not less than one vear nor 


more than IO years in the state penitentiarv. 

13. Penalty for selling stock withott 
compliance to act. Anv person or per- 
‘os, agent or agents, who shall sell or 
aitempt to sell the stock, bonds or other 


securities of any Invest. Co., domestic or 


nr 


_foreign. or the stock, bonds or other se- 


curities by it offered for sale, who have 
rot complted with the provisions of this 
chapter, or anv Invest. Co., domestic or 
foreign, which shall do any business, or 
offer or attempt to do any bus‘ness, except 
as provided in Sec. 2 of this chapter. 
which shall not have complied with the 
provisions of this chapter, or any agent 
or agents who shall do or attempt to do 
any buciness for any Invest. Co., domestic 
or foreion, in this state, whch agent is not 
at the time dulv registered and has fully 
complied with the provisions of this chap- 
ter. shall be deemed guiltv of a misde- 
meanor, and upon conviction thereof shall 
he fined for cach offense not less than $100 
ror more than $5000, or by imprisonment 
ii the county jail for not more than oo 
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days, or both such fine and imprisonment, 
at the discretion of the court. 

14. Fees to be paid into state treasury. 
Deputies. All fees herein provided for 
shall be collected by the bank Comr. and 
by him shall be turned into the state treas- 
ury, and all fees so turned into the state 
treasury are hereby reappropriated to the 
bank Comr. for the purpose of paying all 
salaries and expenses necessary for the 
carrying this chapter into effect; the bank 
Comr. is hereby authorized to appoint such 
clerks and deputies as are actually and ab- 
solutely necessary to carry this Chap. into 
full force and effect, none of whom shall 
be related by blood or marriage to such 
bank Comrs. or to any of his deputies. 

All money actually and necessarily paid 
out by the bank Comr. to any clerk or 7 
deputy appointed under this chapter, as m 
salaries, or any money actually and neces- 
sarily paid out by the bank Comr., or by 
any clerk or deputy appointed under this 
chapter, for traveling or incidental ex- 
penses, shall be paid by the state treasurer 
out of such fees upon the state auditor’s 
warrants, to be issued upon sworn vouch- 
ers containing an itemized account of 
such salaries or expenses. 

15. Application to mining Corps. 
The provisions of this Chap. shall not ap- 
ply to any person, Corp., or Asso. engaged 
in actual mining operations developing 
mining property within the state except as 
hereinafter provided and not otherwise. 

16. Report of mining Corps. to mine 
inspector. All Corps., domestic or for- 
eign, and Asso. engaged in mining opera- 
tions within the state, shall during the 
month of June each year after the passage 
and approval of this Chap. file with the 
state inspector of mines, a report which 
shall be made under oath and shall contain 
names of each mining claim and the total 
number of such claims, owned, leased, or 
otherwise held, forming the basis for the 
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issue of steek C’t'f’s, and the number being 
worked and developed, and the mining dis- 
trict and Co. in which such property is 
located; tke nature of the title thereof, or 
interest therein, whether lease holder or 
otherwise, the character, value and general 
deseription of all Bidgs., works, machinery, 
and other improvements ; the total amount 
and description of all development work 
done by such Corp. or Asso. ; the total sum 
of money or other valuable consideration 
piven or paid out therefor; the total num- 

r of shares or C’t’f’s that such Corp. or 
Asso. is by law authorized to issue, and 
the different classes and the par value 
thereof; total number of shares of stock 
C’t’f’s set aside by such Corp. or Asso. in 
its treasury to sell or otherwise dispose of 
for the purpose of working, developing or 
otherwise improving the property of such 
Corp. or Asso.; the total number of shares 
of stock or C’t’f’s sold and the total sum 
of money or other consideration received 
therefor and the number of shares or 
C’r’f’s remaining unsold. All Corp’s., do- 
mestic or foreign, and Asso. who are not 
now engaged in mining operations within 
this state, who desire to engage in minin- 
and mining operations within this state, 
shall, before engaging in mining ahd min- 
ing operations within this state, make, ex- 
ecute and file such report as is above pro- 
vided, and such report shall be made and 
filed by Corp’s., domestic or foreign, and 
Assos. who shall be engaged in mining and 
mining operations within this state at the 
time of taking effect of this chapter. 

‘17. Copy of report from mine inspec- 
tor. Any person or persons may receive 
a copy of any such report upon the appli- 
cation to the state inspector of mines there- 
for, by paying the fees in such cases made 
and provided by law. 

18 Penalty for not filing mining re- 
port. It shall be unlawful for any Corp. 
or Asso. to refuse, fail or neglect to make, 
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execute, and file the report provided for 
in Sec. 16 of this Chap., and upon convic- 
tion thereof such Corp. or Asso. shall be 
deemed guilty of a misdemeanor and pun- 
ished accordingly. 

19. Penalty of false report or state- 
ment of mining Corps. Any person, 
Corp. or Asso., who knowingly makes a 
false report to the state inspector of mines 
as provided by this chapter of or concern- 
ing any mining property in this state, or 
any person, Corp., Asso., or individual 
whomsoever who knowingly makes or pub- 
lishes in any way whatever, or permits to 
be so made or published, any book, pros- 
pectus, notice, report, statement, exhibit, or 
other publication of or concerning the af- 
fairs, financial condition or property of any 
Corp., Asso., joints stock Asso., copartner- 
ship, or individual, which said book, pros- 
pectus, notice, report, statement, exhibit, or 
other publication, shall contain any state- 
ment which is false, shall be deemed guilty 
of a felony, and upon conviction thereof 
shall be imprisoned for not more than Io 
years or fined not more than $10,000, or 
shall suffer both such fine and imprison- 
ment. 

20. Unconstitutional provisions. 
Should the courts declare any Sec. of this 
Chap. unconstitutional or unauthorized by 
law, or in conflict with any other Sec. or 
provision of this Chap., then such decision 
shall affect only the Sec. or provision so 
declared to be unconstitutional, and shall 
not affect any other Sec. or part of this 
Chap. 
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Secrion.1. Be st'enacted by the People of 
the State of Ilinois; represented in the 
General Assembly: This Act shall be 
known as “ The Ilinois’ Securities Law.” 

§ 2. The words and phases used herein 
shall, unless the: context otherwise indi- 
cates, have the following meaning: 

The word “securities” shall include 
stoeks; bends, debentures, notes, participa- 
tton ctfs., ctfs. of shares. or interest, 
preorganization c’t’f’s. and: subscriptions, 
c’t’f’s. evidencing’ shares in trust estates or 
assoc’s. and profit sharing c’t’f's. 

The word “issver” shall inchrdé every 
person and every Co., trust, partnershtp or 
assoc. incorporated or umtnecorporated'Here- 
torore or‘ hereafter formed'for any lawful 
purpose and orgamzed under the laws of 
this State or any foreign. state or country 
whieh shalt’ Have issued. airy: security sold 
or offered forsale to any persor-or persons 
in this State. 

The word “file” or “fring” within the 
meaning of' this Act, shall mean the- en- 
dorsement thereof by the Secretary of 
State on: any statement: or doctment re- 
ceived of the word'“ filed” followed'by the 
month, day, year; and name of Sec. of 
State, for the purpose of showing that, in 
his opinton,. the: issuer, solicttor; agent, 
broker, dealer-or owner’ has compked' with 
the provisions of this Act: 

§ 3. For the purposes of: thts Act seeuri- 
ties are divided into 4 classes, as: follows: 

(1) Securities, the inherent’ qualities of 
which assure their sale and: dispositton 
without the perpetration of: fraud, which 
shall be-known as securities in Class: “A”; 

(2) Securities, the inherent qualities. of 
which, or in the nature of one or of both 
parties to the salc thereof; assure their 
sale and disposition without the perpetra- 
tion: of fraud, which shall be known as 
securities in Class “ = ; 
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(3) Securities based on established in- 
come, which shall be known as securities in 
Class “C”; 

(4) Securities based on prospective in- 

} come, which shall be known as securities , 

im Class “D” { 
§ 4. Securities in Class “A” shall com- 
prise securities: 
(1) Issued by a government or govern- 
mental agency, or by any body having 
' power of taxation or assessment ; 
i (2) Issued by the Nat. or state bank or 
Tr. Co. Bldg. and loan assoc. of this State, 

E or insurance Co. organized ar under the 
supervision of the Dept. of Trade and 
Commerce of this. State; 

(3) Issued by any Corp. operating any 
public utility in any State wherein there is 
or was at the time of issuance thereof in 
effect any law regulating such utilities and 
the issue of securities by such corporation ;, 

(4) Appearing in any list of securities 
dealt in on the New York, Chicago, Bos- 
ton, Baltimore, Philadelphia, Pittsburgh, 
Cleveland or Detroit Stock Exchange, re- 
spectively, pursuant to official authorization 
by such exchanges, respectively, and secu- 
rities senior to any securities so appearing ; 

(5) Whereof current prices shall have 
been quoted, from time to time for not less 
than I year next preceding the offering for 
sale thereof, in tabulated market reports 
nublished as news items, and not as adver- 
tising, in a daily newspaper of general cir- 

| culation, published in this or in an adjoin- 

ing state, including the State of Michigan, 

i 

L] 
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not including any trade paper or any paper 
circulating chiefly among the members of 
any trade or profession; 

(6) Issued by any Corp. organized not 
for pecuniary profit or organized exclu- 
sively for educational, benevolent, frater- 
nal, charitable or reformatory purposes; 

(7) Being notes or bonds secured by 
mtg. lien upon real estate or leasehold in 
any state or territory of the U. S. or in 
the Dominion of ar when the mtg. 
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is. a firs¢. mtg..on real estate, and when. in 
case. it is not a first mtg..lien or is on a 
leasehold, the. mtg. and notes or bonds se- 
cured thereby. (not including interest notes. 
or coupons) shall-each bear a legend in red 
characters not less than 14-inch in height, 
indicating (1) that. the mtg. is on a lease- 
hold, if that be.the case, and (2) that the 
mtg..iS a junior mtg., if that. be the case; 

(8):.Being:a note secured. by Ist. mtg. 
upon: tangible; or. physical property, when. 
such mtg. jt assigned. with .such securites. 
to the purchaser; 

(9) Evidencing. indebtedness due under 
any contract made in pursuance to the pro- 
visions ,of any statute of any state of the:. 
U. S. providing for the acquisition of per- 
sonal property under canditianal sale con- 
tract; 

(10) Being negotiable promissory notes. 
given for full: value and for the sole pur-. 
pose of evidencing or extending the time 
of payment of the price. of goods, wares otr 
merchandise. purchased by the issuer of 
such notes in the ordinary course of busi- A 
ness,.and: commercial paper or other evi- i 
dence of indebtedness running not more 
than -32 months: from the date of issue; 

(11). Being.. subscriptions for the capitab 

stock: under any license issued to commis- 
Sioners .to incorporate a Co. under the 
laws: of this: State where:no Com. or other 
remuneration is paid for the sale or dis- 
position of such. securities; 

Securities in Class “A” and the sales 
thereof shall not be subject to the provi- 
sions of this: Act. 

$ 5. Securities in Class “B” shall goma., 
prise securities : 

(1) Sold by the owner for the: owner's 
account exclusively when not made in the 
course of continued and repeated transac- 
tions of a‘similar nature; 

(2) Increased capital stock of a Corp: 
sold or distributed by it among its stock-.- fy 
holders. without the payment of any Com. or | 
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expense to solicitors, agents or brokers in 
connection with the distribution thereof ; 

(3) Sold by or to any bank, Tr. Co. or 
Ins. Co. or Assoc. organized under any law 
of this State or of the U. S., or doing busi- 
ness in this State under the supervision of 
the Dept. of Trade and Commerce; or of 
the Auditor of Public Accounts; or by or 
to any Bldg. and loan Assoc. organized and 
doing business under the laws of this State, 
or any public sinking fund trustees; or to 
any Corp. or any dealer or broker in 
securities ; 

(4) Sold or offered for sale at any judi- 
cial, executor’s or administrator's sale, or 
at any sale by a receiver or trustee in in- 
solvency or bankruptcy, or at a public sale 
or auction held at an advertised time and 
place; 

Securities in Class “ B”, when disposed 
of by the persons and in the manner pro- 
vided by this Sec. shall not be subject to 
the provisions of this Act. 

§ 6. Securities in Class “C” shall con- 
prise the following: 

Those issued by a person, Corp., firm, 
trust, partnership or Assoc. owning a prop- 
erty, business or industry, which has heen 
in continuous operation not less than 2 
years and which has shown net profits, ex- 

% clusive of ali prior charges, as {chows: 
| (1) In the case of interest bearing secu- 
rities not less than 1% times the annual 
| interest charge upon all outstanding inter- 
est bearing obligations; 
Å (2) In the case of preferred stock not 
less than 11⁄4 times the annual dividend on 
such preferred stock; 

(3) In the case of common stock not 
less than 3% per annum upon such com- 
mon stock. 

$ 7. Securities in Class “C” may be dis- 
posed of, sold or offered for sale upon 
compliance with the following conditions, 
and not otherwise: 

A statement shall be filed in the office 
of the Secretary of State: 
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(1) Describing the evidences of indebt- 
edness, preferred stock or vommon stock 
intended to be offered or sold; 

(2) Statmg the law under which and the 
time when the issuer was organized ; 

(3) Giving a detailed’ statement of the 
assets and habihties of such issuer and in- 
come or profit and loss statement, and giv- 
ing an analysis of surplus account; 

(4) Giving the names and addresses of 
its prmcipal oficers and of its directors 
or trustees; 

(5) Giving pertinent facts, data and in- 
frmation establishing that the securities to 
be offered are securtties m Class “C” 

Such statement shall be verified by the 
oath of not less than 2 credible persons 
having knowledge of the facts. Not less 
than 25 copies of such statement, wholly 
printed or wholly typewritten, shall at: the 
time of filing the original statement be filed 
with the Secretary of State. The printed 
or typewritten copies so filed shall bear at 
the top in bold faced type the expression: 

“Securities in Class ‘C’ under Wknois 
Securities Law,” followed by the expres- 
sion, also in hold faced type: 

“ This statement is prepared hy parties 
interested in the sale of securities herein 
mentioned. Neither the ‘State of 'Ilinois, 
nor anv officer of the State, assumes any 
responsibility for any statement contained 
herein nor recommends any of the securi- 
ties described below.” l 

§ 8. All securities other than those m 
ing within Class “A”, “ B”, and “C”, 
spectively, shall be known as securities ‘in 
Class “ 

§ 9. No security in Class “D”, shall he 
sold or offered for sale until there shall 
have been filed in the office of the Secre- 
tary of State, statements and documents 
as follows: 

(1) A description and amount of the 
securities intended to be offered for sale; 

(2) If the issuer is a Corp., a certified 
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copy of the charter or articles of incorpo- 
ration and by-laws; | 

(3) If the issuer is a firm, trust, part- 
nership or unincorporated Assoc., a copy 
of the articles of partnership, Assoc. or 
trust agreement; ` 

(4) The names, addresses and prior oc- 
cupations during a period of not less than 
IO years prior to filing such statement (giv- 
ing details as to time, place and address of 
employer and reasons fer discontinuance 
of employment) of the officers, directors 
or trustees of the issuer, if it be a Corp., or 
of the persons composing the issuer, if the 
issuer be a non-incorporated association ; 

(5) A description of the nature of the 
industry engaged in or intended to be en- 
gaged in and the approximate time when 
such industry was or will be established ;. 

(6) An inventory showing the assets of 
the issuer; 

(7) An appraisement of the assets of the 
issuer; 

(8) A statement in detail of the gross 
income of the tssuer and the source or 
sources thereof and of its operating and 
other expenses for a period of 12 months 
prior to the date of filing such statement, 
or for the period of the existence of the 
issuer if less than 2 years prior to the date 
of filing; 

(9) A copy of the most recent balance 
sheet of the issuer, showing the financial 
condition of the issuer at a date not more 
than 30 days prior to the date of filing, and 
giving an analysis of surplus account from 
inception of such issuer; 

(10) A copy of the mtg., trust deed, in- 
denture or writing securing the securities, 
for] whereunder the same are issued, if 
any such instrument there be; 

(11) A copy of the form of the securities 
intended to he offered; 

(72) A copy of any and all subscription 
bianks to be used in the sale thereof, which 
subscrintion blanks shall have printed 
thereon, “ These are uae securities.” 
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(13) A statement as to the manner in 
eres the securities are to be offered and 
Solid; 

(14) If the securities be intended to be 
offered and sold by the issuer through so- 
licitors, agents or brokers, an irrevocable 
contract executed by each such solicitor, 
agent or broker authorized to offer or sell 
such securities by or on behalf of the is- 
suer to the effect that the issuer will re- 
ceive in cash not less than 80% of the 
proceeds of each sale of the securities with- 
out deduction for any Com. or expenses, 
directly or indirectly, and without liability 
to pay any sum whatsoever as Com. or ex- 
panses or for services in and about such 
sale; . 

If the securities shall have been or be 
intended to be sold to any dealer, solicitor, 
agent or broker and intended to be by such 
dealer, solicitor, agent or broker sold to the 
public for their own account, a statement 
verified under oath, establishing that the 
price paid to the issuer was or will be with- 
out any fixed or contingent right in the 
issuer to demand or receive any additional 
sum on account of such securities or the 
sale thereof; 

(15) A summary of the material facts 
disclosed by the preceding statemcnis; 

(16) Such other facts relative to such 
securities: as the Sec. of State shall pre- 
scribe. 

Such statements and documents shall, 
except as otherwise provided hcrein be ver- 
ified by the oath of not less than 2 of the 
officers: of the issuer, if the issuer be a 
Corp., or by not less than 2 members of a 
firm, trust, partnership or Assoc., if the 
issuer be non-incorporated. 

The Secretary of State may require fur- 
ther and additional verification under. the 
oaths of other persons, 

§ 10. With the statement required. to he 
filed in the office of the Sec. of State with 
reference to securities in Class “D”, there 
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shall also be filed an inventory, in such 
detail as the Sec. of State shall require; 
showing the assets of the issuer as of a 
date not more than 30 days prior to the 
date of filing thereof. Such inventory 
shall be accompanied by an appraisement 
made by a qualified person or persons 
showing the value of the assets described 
in such inventory. The person or persons 
making such appraisement shall state in 
such appraisement the character and nature 
of their experience and their qualifications 
to value such property and all the facts or 
considerations on the basis of which their 
estimate of values is predicated. 

Such appraisement shall be verified by 
the oath of the person or persons making 
the same. 

§ rz. At any time, either before or after 
the filing of any statement required by this 
Act to be filed with reference to securities 
in Class “C” or Class “D” the Sec. of 
State may designate a certified public ac- 
countant to make an examination of the 
books, records, papers and documents of 
the issuer and make a report of the ex- 
amination thereof to the Secretary of 
State. The Sec. of State shall fix the 
compensation of such certified public ac- 
countant in advance and shall notify the 
issuer thereof of the amount so fixed, 
which compensation shall be paid by the 
issuer to such certified public accountant 
as his compensation for making such ex- 
amination. | 

§ 12. If the statement as to securities in 
Class “D” shall disclose that any of such 
securities shall have been or shall be in- 
tended to be issued for any patent right, 
copyright, trade-mark, process or good will, 
or for promotion fees’ or ‘expenses, or for 
other intangible assets, the amount and 
nature thereof, shall be fullv set forth, and 
securities issued in payment of such patent 
right, copyright, trade-mark, process or 
good will. or for promotion fees or ex- 
penses, or for other intangible assets, shall 
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be delivered in escrow to such bank or 
tnst .conrpany -ascskhak: be designated.. by 
the Sec. of State under an escrow.agree- 
ment. >that :the:rownersissf such : securities 
shall im case of dissolution or insolvency 


not participate in the.assets, of -the.conpo-. 


ration -until:aftex).the: owners of all other 


securities have. been:paid:in full.. Suchies-: 
crow ‘agreement ‘shall nemam in! full :feroe. 


until the -securities dfiithe issuer thereof are 
qualified under Class “ C” hereof. >.: 4. 

GQirgi:If:thesstdtement as to seourities in 
Class)“ D” discloses that such seourities are 


inteaded to be:ofbered..or:sold:wby the :is- - 


suer, through a solicitor, agept.os broker; 
a- statement giving the. names, residences, 
qualifications, occupations: and business- ex- 


pevienee of suck solicitor; agent or:-brokey, . 


for: a period ofrt1o: gears.prior to the filing; 
and the:-name.:and address oft each em- 
ployer, ‘the: period: of employment and rea- 
son for resignation or discharge, shall be 
filed in-the office of: the Sec; of State. «: The 
signatures:‘of each andevery of such. soll¢h 
tors, ‘agents: or- brokers: shall: be:;attachad. 
to'such’etatement;: If:after.:the.: filtng ot: 
such statement: the issuer:shall appowntny 
additional solicitor; agent or:broker-to of- 
fervor sell such securities before any.sugh 
additionat: solicitor; agent or ‘broker, shall 
offer or sell any ‘such:securities, there shal]. 
be! filed: like statements.» © : 2. cin an, 
g +14. ‘After: qualification of securities in 
Class “ D” -by the tssuer, any dealer. or 
owner may’ sell such securities upon, Aling 
itr the office of the Sec.-of State; a stater 
ment: verified by the oath of such dealer, ar 
owner: as ‘otherwise. provided by. this: Act; 
a statement of the. amount and: description 
of -the ‘securitiesi to: be sold ‘by him -or, it, 
the maximum price for which. they are to 
he'sold, his vor. its: address: By street -and 
number, qualification, ::, occupation;ec 
business experience- of such ndealer : ar 
owner: for æ period of 1o:yéars: prior to 
filing’ such statement, giving mame and'adr. 
dress of each employ the pernod of em- 
P : ` ie h} - Sor . voi - oo < yi 
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ployment and the reason for resignation 
or discharge. 
§ 15. Not less than 25 printed or type- 
written copies of the summary of the state- 
ment required to be filed with reference to g 
securities in Class “D” shall be deposited 
in the office of the Sec. of State. The 
printed or typewritten copies so deposited 
shall bear at the top in bold face type the 
expression: 
“Securities in Class ‘D’ under Illinois 
Securities Law: These are speculative se- 
oe curities,”’ followed by the expression, also 
i in bold face type: 
“This statement is prepared by parties 
| interested in the sale of securities herein. 
| mentioned. Neither the State of Ill. nor 
> any officer of the State assumes any respon- 
sibility for any statement contained herein 
nor recommends any of the securities de- 
scribed below.” 

§ 16. Before any securities in Classes 
“C” or “D” shall be sold or offered for 
sale the issuer or person intending to sell 
or offer for sale such securities shall file 
in the office of the Sec. of State a written 
irrevocable consent and power-of-attorney, 


> 


that suits at law or in equity arising out 
of or founded upon the sale or offering for 
sale of any of such securities may be com- 
! = menced against the Corp. or person execut- 


ing such power-of-attorney in any court 
of competent jurisdiction within this State, 
in any county in which the plaintiff or 
ri complainant resides, or in which the cause 


of action may have arisen, by the service 
of process upon the Sec. of State, and 
i therein agreeing and stipulating that such 


service of process upon the Sec. of State 
shall be taken and held in all courts to be 
as valid and binding, as if due service had 
been made upon the Corp. or person exe- 
cuting such power-of-attorney, according 
to the law of this State. Such instrument 
if the owner be a Corp., shall be signed 
by its chief executive and chief recording 
officer under its corporate seal, if it have 
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one, pursuantito.a resolution ofits. govern- 
‘ing body,.a cestified copy of. which resolu- 
.tion, shall be. attached to such irrevocable 
- consent.and power-of-attorney, or if a per- 
-s@n. or a-nonrincorporated Assoc. . then 
„signed and. acknowledged by such person or 
by. all. the. members of ‘such non-incorpo- 
‘tated. association. Whenever any. process 
is--served upon the Sec. -of State, he shall 
at. once forward a.copy of the.same by 
“registered mail.to the defendant at his or 
its dast address..of record in the office of 
the. Sec: of State. 
:§°17...Before filing. any. statement or doc- 
.ument. with reference to securities in Class 
“C” or Class “D” the Sec. of State shall 
- within.a reasonable time examine the same 
-and, if ,the.same’is incomplete, inadequate, 
evasive.or otherwise not in conformity with 
' the. provisions. of this Act, or if the sale or 
-offering for:.sale of securities based. upon 
.the plan or.scheme evidenced by the state- 
oments and.:documents offered to be filed, 
-would in the opinion. of the Sec. of. State 
-work or -tend to :work..a fraud..upon the 
„purchaser .of.such~securities the Sec. of 
. State shall refuse to file:the same. Other- 
wise such statements or: documents. shall be 
‘filed bythe Sec. of State. Upon the filing 
of ‘such statements or: documents by.the 
Sec. of State, the. issuer, solicitor,.:agent, 
‘broker, : dealer or:-owner ‘may:.proceed to 
selluthe :amount of. securities .proposed. to 
be. sold.or disposed of im this State, but no 
-weitten. or: printed evidence of:.the. compli- 
ance ‘with this Act shall be:issuéd bv ‘the 
Sec.- of State. The. Sec. of. State. may. 
either. before or after such statements:and 
«documents: are filed. nropound tinterrogato- 
ries to 'the persons. filing, or offering to file, 
such statements or documents,: respecting 
-any facts required to be stated with refer- 
ence to such securities. Such interrogato- 
ries shall be answered underoath. If such 
interrogatories . relate to a ‘statement {or 
document-offered to be: filed, such statement 
vor. document: shall ner be. filed until such 
1 
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interrogatories are answered, and not then 
unless such statement and document and 
the answers to such interrogatories disclose 
conformity with this Act. If such inter- 
rogatories relate to a statement or docu- 
ment already filed, such interrogatories 
shall be answered within 20 days or within 
such further time as the Sec. of State shall 
prescribe. If not answered within 20 days 
or within any extension thereof, the sale or 
offering for sale of the securities covered 
by the statement or document to which the 
interrogatorics relate, shall be unlawful. 

§ 18. Whenever the Sec. of State refuses 
to file any statement or document pre- 
sented under the provisions of this Act, the 
person presenting such statement or docu- 
ment for filing, may within 30 days there- 
after, in the circuit court of Sangamon 
County, file a petition against the Sec. of - 
State, officially as defendant alleging 
therein under oath and in brief detail, the 
Plaintiff’s right to sell securities in this 
State, and praying that the Sec. of State 
l quired to file in his office such state- 
ient or document. The Court may make 
such ot rders and decrees as the equities 
and exigencies of the case may require. 
Judgment against the plaintiff shall be final. 
Tu ment against the plaintiff shall not bar 
his right to file new statements or docu- 
men si paer the provisions of this Act, 
nor shall judgment in favor of the plain- 


üf prevent the Sec. of State from there- 
uf ter applying for an injunction, or other- 
wise proceeding, as is provided 1 in this Act. 
Mi rely technical irregularities in the pro- 


ce a ire of the Sec. of State shall be disre- 
garded and the burden shall rest upon the 
plaintiff to prove his ‘right to sell securi- 
ties in this State. 

S, 19. Every expression or statement 
made as an inducement to procure the fil- 
ine of the information required hy the pro- 
visions of this Act. either concerning Class 
“C” or Class “D” securities, shall he re- 
duced to writing and Veringa under oath 
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by, the persen. making, such: expression: or 
statement: 

§: 2a. So long: as any. security is. sold or 
offered far: sale under the pravisions. of 
this, Act, sueh person, issuer, dealer, solic- 
itor, agent or: broker. skall on or before the 
expiration of each.6 months period, from 
the date of filing the original. statements. 
and doenments, and: oftener if required by 
the See. of State; file new or. supplemental 
Statements, disclasing :. 

(1) The amount of securities. sold, the | 
sale peime theareaf and: the amount of cash 
praeeeds: received therefor by the issuer; 
_ (2) All changes in the financial condi- 
tiens af; the- issuer or in: its. management of 
property, accampanied by a copy, of the 
mast resent balance: sheet of the issuer. 
Showing the finaacial condition of the 
issuer at:a date not more than 30 days prior, 
ta the date of such filing; and such, ather 
facts as the Sec. of State may require. 

Such supplemental- statement. shall also 
be accompanied hy not less than. 25. wholly. 
typewritten or printed copies.of such sum- 
mary. af such supplemental statement, 
which summary shall: be filed. in- the office 
of the- Sec. of State. | 

Such supplemental statement shall be | 
verifred in the same manner as the original 
statement. 

§ 21. Each financial statement, prospec- 
tus, advertisement, circular and document: 
circulated, published or distributed: for the T 
Purpose of effecting sales of securities in | 
Class “ D” shall. contain the words, in hold: 
faced. type, “Securities in Class. ‘D’ 
under Ill. Seeurities Law. These 
are speculative securities,” But it | 


Shall be unlawful to make any other 
reference in any such matter to the- fact 
that: the issuer; solicitor, agent or broker 
has complied. with the provisions. of, this me 
Act All such matter shal also contain 

a statement of the assets, liabilities, income E 
and: expenses: of the: issuer, the law under 
whinh: the issuer was incorporated: cr or- | ! 
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ganized, and the names and addresses of 
all officers, directors or trustees, of the 
issuer or of the owner of the property 
constituting the basis of the issue of such 
securities. A copy of each such financial 
statement, prospectus, advertisement, circu- 
lar and document so circulated, published 
or distributed shall be filed in the office of 
the Sec. of State within 10 days after the 
first circulation, publication or distribution 
thercof. It shall be unlawful to print, pub- 
lish, circulate or distribute such matter 
showing the earnings of other companies 
or corporations engaged in a similar busi- 
ness, 

It shall be unlawful for any issuer, so- 
licitor, agent or broker in any advertise- 
ment intended to promote the sale of secur- 
ities in Class “C” to make any reference 
whatsoever to the fact that such issuer, 
solicitor, agent or broker has complied with 
the provisions of this Act. 

§ 22. The Sec. of State shall, upon re- 
quest therefor, mail or deliver to any per- 
son a copy of the summary of the state- 
ments or supplemental statements required 
to be deposited in his office. 

§ 23. The Sec. of State may prescribe 
and furnish forms for all statements and 
documents and summaries required by this 
Act to be filed in his office and such state- 
ments, documents and summaries shall fol- 
low substantially the forms so prescribed. 

§ 24. In case any statement or document 
filed in the office of the Sec. of State shall, 
in the judgment of the Sec. of State, in 
any material part thereof be inadequate, 
insufficient or not in compliance with this 
Act, or in case the plan or scheme disclosed 
by such statements or documents so filed. 
wonld, in the judgment of the Sec. of 
State, work or tend to work a fraud upon 
the people, or if it shall be made to appear 
to the Sec. of State, by complaint or other- 
wise, that the statements and documents 
filed with respect to any securities are false 
in any material partculer, or if it shall be 
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‘made to appear to the Sec. of State that 
conditions with respect to such securitics 
have so changed that the further sale or 
offering for sale thereof would tend to 
operate as a fraud upon the people, or ‘that 
any of the terms and provisions of ‘this Act, 
are not compiled with, the Sec. of State 
shall, in: the name of the people of the 
‘State of Ill., through the Attorney-General, 
apply for an ‘injunction in any court of 
competent jurisdiction to restrain the fur- 
‘ther sale of such securities. ‘The court 
may grant a temporary injunction and: may 
make such orders and decrees, from time 
to time, as the equities and exigencies. of 
the ease may require. The complainant 
shall not be required to give bond. In no 
case shall the Sec. of State incur any off- 
ctal-or personal liability by instituting such 
injunction proceedings. 

5. All statements and documents and 
all other matters filed in the office of the 
‘Sec. of State under the provisions of this 
Act: shall at all proper hours be available 
for public inspection. 

$ 26. Before filing any statements re- 
quired to be filed hereunder with reference 
to securities in ‘Class “C” or in Class 
“D” the person so filing such statements 
shall pay in advance to the Sec. of State a 
fee of 1/20th of 1% of the amount of the 
securities to be offered for sale in this 
State, but in-no case shall the fee be less 
than $25 or more than $300. 

§ 27. All oaths required by this Act re- 
tating to securities in Class “D” shall be 
taken before an officer of this State, au- 
thorized to administer oaths therein. 

§ 28. Whenever in this Act copies of 
statements or other doctrments are required 
to be furnished to the Sec. of State for 
‘distribution, additional copies as. requested 
by the Sec..of State, shall be supplied by 
the parties filing the original copies or by 
parties interested in the disposition df such 
securities. 

§ -29. Any sokator secnt or broker, sell- 
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ing or offering to sell any securities in 
Class “D” without compliance with the 
provisions of this Act, shall be deemed 
guilty of a misdemeanor and upon convic- 
tion thereof, shall be punished by a fine 
of not less than $100, and not more than 
$5,000 for the first offense and not less than 
$1,000, nor more than $10,000 for the sec- 
ond or any subsequent offense, or by im- 
prisonment in the county jail not more than 
I year or may be punished by both such 
fine and imprisonment, in the discretion 
of the Court. 

§ 30. Any issuer of securities or any 
officer, director, trustee or agent thereof, 
selling or offering to sell any securities in 
Class “D” without full compliance with 
the provisions of this Act, shall be deemed 
guilty of a misdemeanor and upon convic- 
tion thereof shall be fined in any sum not 
exceeding $10,000 for the first offense and 
not to exceed $25,000 for the second or any 
subsequent offense, and the officer, director, 
trustee or agent thereof, or the issuer (if 
a natural person) may be punished by im- 
prisonment in the County jail not exceed- 
ing I year or may be punished by both such 
fine and imprisonment, in the discretion of 
the Court. 

§ 31. Any person or Corp., whether act- 
ing on his or its own behalf or on behalf 
of another violating any of the provisions 
of this Act, shall be deemed guilty of a 
misdemeanor and on conviction thereof 
shall be fined not less than $100 nor more 
than -$500 for the first offense and not less 
than $500, nor more than $1,000 for the 
second or any subsequent offense, or im- 
prisonment in the county jail for not more 
than 6 months for the first offense nor 
more than I year for the second or any 
subsequent offense, or shall be subject to 
both such fine and imprisonment, in the 
discretion of the Court. 

§ 32. Any dealer, agent, solicitor or 
broker, who shall make any statement or 
representation not au onzgd hy the issuer, 
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or any statement or representation at vari- 
ance with, or not reasonably predicated 
upon the statements and documents filed 
by the issuer in the office of the Sec. of 
State, shall be guilty of a misdemeanor, 
and upon conviction thercof, shall be fined 
in any sum not to excced $1,000 for the 
first offense, and not to exceed $5,000 tor 
the second or any subsequent offense, or 
imprisoned in the county jail not more 
than 6 months for the first offcnsc, nor 
more than I year for the second or any 
subsequent offense, or shall be subject to | 
both such fine and imprisonment, in the > en 
discretion of the Court. : Ky 
$ 33. Any person signing any statement, 

list, inventory, balance sheet or other paper 
or document required by any provision of 
this Act to be verified or sworn to, know- 
ing any representation therein contained to 
‘be false or untrue (and the depositing of 
any such statement or document in the 
office of the Sec. of State shall be deemed 
prima facie evidence of knowledge of the 
falsity thereof or of any representation 
therein contained, and of the wilful sign- l 
ing of such statement or dacument), shall 
be deemed guilty of perjury and shall be 
subject to the penalties by the law of this 
State prescribed therefor. 

§ 34. It shall be unlawful for any officer, 
director, trustee, solicitor, agent or broker 
of or for any issuer, knowing ‘such issuer 
to be insolvent, to scll any securities issued 
by such issuer; and any such officer, direc- 
tor, trustee, solicitor, agent or broker who 
shall make any sale of any securities of -and 
for any such issuer, and by reason of such 
insolvency of such issuer, the price paid 
for such securities or any part thereof shall 
be lost to the purchaser, shall be dcemed | 
guilty of embezzlement and upon convic- 
tion thereof shall be-fined in a sum not less 
than $1,000. nor more than $10,000, or may 
be imprisoned in the State penitentiary for 
not less than I year nor more than 5 years, 
or may be both at and imprisoned, m DE 
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the discretion of the Court. For the pur- 
pose of this section, an issuer shall be 
deemed insolvent whenever the aggregate 
of its property shall not, at a fair valuation, 
be sufficient in amount to pay its debts. 

§ 35. Any person interested in securities 
in Class “D” may maintain in the name 
of the issuer an action at law or suit in 
chancery for the use of the issuer, against 
the solicitor, agent or broker of such issuer, 
jointly or severally, to recover of such 
solicitor, agent or broker all moneys in 
excess of 20% of the proceeds of the sales 
of securities made by such solicitor, agent 
or broker and not turned into the treasury 
of the issuer. 

§ 36. It shall he unlawful for any officer, 
director, solicitor, broker or agent, to sell 
or offer for sale any securities in Class 
“D”, in any other manner or form than 
specifically set forth in the information 
required to be filed in Sec. 9 of this Act, 
and any offer or sale upon any other terms 
or conditions other than set forth, shall be 
considered prima facte evidence that such 
officer, director, trustee, solicitor or agent 
offered or sold same for the purpose of de- 
frauding the investor to whom such secu- 
rity was offered or sold. 

§ 37. Every sale and contract of sale 
made in violation of any of the provisions 
of this Act shall be void and the seller of 
the securities so sold and each and every 
solicitor, agent or broker of or for such 
seller, who shall have knowingly performed 
any act or in any way turthered such sale, 
shall be jointly and severally liable, upon 
tender to the seller or in court of the se- 
curities sold, to the purchaser for the 
amount paid, together with his reasonable 
attorney’s fees in any action brought to re- 
cover such amount. 

§ 38. Nothing in this Act shall be con- 
strued to relieve corporations from making 
reports now or hereafter required by law 
to be made to the Sec. of State or paving 
the fees now or aer atter to be paid by 
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corporations. This Act shall not be con- 
strued to repeal any law now in force regu- 
lating the organization of Corps. in this 
State or the admission of any foreign Corp., 
but the provisions of this Act shall be con- 
strued to be additional to any provision 
regulating the organization of a Corp. 
under the laws of Ill. or the admission of 
a foreign Corp. to do business in this State. 

§ 39. If the issuer of any securities be 
a foreign Corp., and such issuer shall de- 
sire to make sales of such securities under 
the provisions of this Act, no statement or 
document relating to such sales shall be 
filed in the office of the Sec. of State until 
such foreign Corp. has complied with the 
law regulating the admission of foreign 
Corps. to transact busine.s in this State. 

§ 40. No prosecution for violation of any 
provision of this Act shall bar or be barred 
by any prosecution for the violation of any 
other provisions of this Act or of any other 
statute; but all prosecutions and all civil 
actions to recover money or for other pur- 
poses under this Act or based upon any 
provision of this Act must be commenced 
within 5 years after the commission of the 
act complained of. 

§ 41. The invalidity of any section or 
provision of this Act shall not affect the 
remainder thereof. 

$ 42. An Act entitled, “An Act to pre- 
vent fraud in the sale and disposition of 
stocks, bonds or other securities sold or 
offered for sale within the State of Ill. , by 
any dealer, firm, Co., Assoc. or Corp., for- 
eign or domestic, by requiring an inspection 
of such stocks, bonds, or other securities 
and an inspection of the business of such 
persons, firms, Co’s., Assocs. or Corps., in- 
cluding dealers and agents, and such regu- 
lation and supervision of the business of 
said persons, firms, Co’s., Assocs. or Corps., 
including dealers ‘and agents, as may be 
necessary to prevent fraud in the sale 
within the State, uf any stocks, bonds or 
other securities, and provdiis penalties for 
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the violation thereof,” filed June 29, 1917, 
in effect Jan. 1, 1918, is hereby repealed, 
and all other Acts and parts of Acts in so 
far.as they conflict with this Act are hereby 
repealed. 

It shall hereafter be unlawful for any 
person or Corp. to exhibit or in any wise 
make use of any certificate issued by the 
Sec. of State under any of the provisions 
of the Act hereby repealed for the purpose 
of making or in endeavoring to make any 
sale of securities. 

P This repeal shall not affect any contract 
r. rights which have arisen under the law 
hereby repealed, or under the administra- 
tion thereof, nor invalidate any deposits tn 
escrow or contracts entered into by the is- 
suer of seourities for the ‘benefit or seaurity 
of any person. The Sec. of State shall in 
all such cases proceed in all respects touch- 
ing such contracts and e3crows as if such 
law had not been repe ed. 
$ 43. Whcreas, an emergency exists, 
therefore this Act shall be in force and 
effect from and after its passage and ap- 
proval. 
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(It is unlawful for an investment com- 
pany to sell its own stock or bonds without 
consent from the State auditor. Burns’ 
oo Statutes 1914, Sections 4963- 
4975. 
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IOWA. — 
As enacted at 1915 Sess. of Legislature: 


Securing permit. Sec. 1. Every person, 
firm, Asso., Co. or Corp. that shall either 
directly or through representatives or 
agents, sell, offer or negotiate for sale, 
within this state, any stocks, bonds or 
other securities, shall be subjeet to the pro 
visions of. this act, except as herein other- 
wise provided; and shall, before. doing. or 
offering to do any: such business in this 
state, be required to secure a permitiof the 
secretary of state of the state of Jowa. 

Exemptions. Sze. 2, The provisions of 
this act shall not apply to — 

(a) Securities of this state, of of the 
U. S., or of any State or Ter. thereof, or 
of any foreign Gov’t, or of any Dist, 
county, township, city, town or other public 
taxing Sub-Div. of any State or Ter. of 
the U. S., including all drainage, county, 
School or other municipal bonds of. this 
State ; 

(b) Seeurities of State, Savs, or Nat. 
banks of any State or Ter. of the U. S, 
or of Tr. Cos. or building and loan Assos. 
of this state, including the unsecured com- 
mercial paper of such institutions; 

(c) Seenritses of public or quasi-public 
Corps., the issue of which securittes is. 
regulated by any public board or commns- 
sion now or hereafter: created by the laws 
of this state; 

(d} Promissory notes and the Mtgs., 
contracts, collateral or other things, if any, 
securing the same, when said notes and 
securities have, in a bona fide way, been 
issued, given or acquired in the ordinary. 
course of legitimate business, trade or 
commerce. 

(e) The stock of any Corp. oxganized 
under the laws of this or any other State 
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or Ter. of the U. S., or of the Fed. Gov’t, 
provided that under the laws of such State 
or Ter. or Fed. Gov’t no capital stock of 
a Corp. can be legally issued unless the 
par value of said stock is paid for in full 
in either cash or property at its actual 
value before the issuance of such stock and 
where all property and any other thing 
given in exchange for such stock other 
than cash must be valued at not more than 
its actual cash value by some duly ap- 
pointed officer or commission of such state, 
territory or Fed. Gov’t under the laws of 
which such Corp. is organized and where 
such stock has been issued in accordance 
with the provisions of such laws. 

(f) The sale of stocks, bonds or other 
securities at judicial sale or by adminis- 
trators or executors. 

What to file — papers verified. Src. 3. 
Before any person, firm, Asso., Co. or 
Corp., subject to the provisions of this act, 
shall secure a permit from the Sec. of 
State of Iowa to sell, offer or negotiate for 
sale any stocks, bonds or other securities, 
in this state, such person, firm, Asso., Co. 
or Corp. shall pay to the Sec. of State of 
Iowa a filing fee of $2 and an annual in- 
spection fee of $20 and file in the office of 
said Sec. of State the following papers and 
documents, to-wit: 

tr. A copy of its constitution and by-laws, 
or Arts. of co-partnership or Asso. 

2. An itemized statement of its actual 
financial condition and the amount of its 
properties and liabilities. 

3. A statement showing in fult detail the 
plan upon which it proposes to transact 
business. 

4. A copy of all bonds or other securities 
which it proposes to make with or sell to 
its contributors, including the price at 
which such stocks, bonds or other securities 
are to be sold or offered for sale. 

5. Sample copies of all literature or ad- 
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vertising matter used or to be used by 
such person, firm, Asso. Ca. or Corp. 

6. A statement showing the name and 
location of its principal office of business 
and the names and addresses of its officers 
and directors. 

7. If said person, firm, Asso., Ca. or 
Corp. is chartered to do business under the 
laws of any other State or Ter. than Iowa, 
it shall file a copy of its charter or other 
instrument or documents authorizing it to 
do business in said State or Ter., which 
copy shall bear the certificate of the Sec. 
of State or other officer of such state hav- 
ing custody of such records to the effect 
that the same is a correct, true and com- 
plete copy of said charter or other instru- 
ment, together with the seal of such officer 
attached thereto, if such officer is possessed 
of a seal. 

All of the above described papers shalt 
be verified by the oath of the person receiv- 
ing the permit, if the business is carried on 
by an individual, or by the oath of a mem- 
ber of a co-partnership or Asso., or by the 
Pres. and Sec. of a Corp., if the concern 
be incorporated; provided, however, that 
the Sec. of State may, if in his judgment 
it becomes necessary in order to prevent 
fraud in the sale of any stocks, bonds or 
ether securities in this state, require of 
such person, firm, Asso. or Corp. or any 
of the officers, agents or representatives 
thereof, additional information in the form 
of reports or otherwise, duly verified. 

Fees — for filing — annual fees. Sec. 4. 
If any person, firm, Asso., Co. or Corp., 
subject to the provisions of this act, desires 
to transact business in this state and does 
not desire to pay the annual inspection fee 
of $20 by reason of the limited amount of 
business to be transacted, or otherwise, said 
person, firm, Asso, Co. or Corp. shall 
have the option of paying to the Sec, of 
State the filing fee of $2 incident to the 
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cost of filing and recording said papers 
and documents and an inspection fee 
of 1/10 of 1% upon the face value of the 
securities for the sale of which application 
is made to the Sec. of State of Iowa; 
provided further, however, that any person, 
firm, Asso., Co. or Corp., paying the in- 
spection fee of 1/10 of 1% upon the face 
value of the securities which it is proposed 
to sell within Iowa, shall not be required 
to pay in the aggregate more than $20 
inspection fees to the said Sec. in any one 
year. 

Sec. of State to keep account of fees 
—report to Gov. and Leg. Sec. 5. 
The Sec. of State shall keep an accurate 
account of all moneys received from each 
person, firm, Asso., Co. or Corp. as filing 
and inspection fees under the provisions 
of this act, and a record of all money ex- 
pended in the enforcement of the pro- 
visions of this act, and at the end of the 
biennial period a report shall be made to 
the governor and legislature showing the 
amount of fees received and the amount 
of the money expended in the administra- 
tion of this act, and if from said report it 
shall appear that the inspection fees are 
in substantial excess of the cost of inspec- 
tion and all expenses incidental thereto, the 
succeeding legislature shall then reduce the 
amount of said inspection fees in propor- 
tion to the amount of such excess collected 
hereunder, 

Resolution authorizing service of proc- 
ess. Sec. 6. Every non-resident person, 
firm, Asso., Co. or Corp. subject to the 
provisions of this act shall, before receiv- 
ing a C’t’f. as provided for in Sec. I 
hereof, file in the office of the Sec. of State 
an agreement in writing signed by the 
person receiving the permit, if the business 
is to be carried on by an individual, and by 
the signature of a member of a co-partner- 
ship or Co., if it be a co-partnership or Co., 
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and by the signatures of the Pres, and Sec. 
of the incorporated or unincorporated Co. 
or Asso., if it be a Co. or Asso., authen- 
ticated by the seal of said Co., if possessed 
of a seal, and shall be accompanied by a 
duly certified copy of the order or reso- 
lution of the boards of directors, trustees 
or managers of the Corp., authorizing the 
said Pres. and Sec. to execute the same; 
that thereafter service of notice of any 
action or process of any kind against such 
non-resident person, firm, Asso., Co. or 
Corp., growing out of the transaction of 
any business of said person, firm, Asso., 
Co. or Corp. in this state may be made on 
the Sec. of State of Iowa, and when so 
made, such service of notice or process of 
any kind shall be valid, binding and effect- 
ive for all purposes as if served upon said 
non-resident person, firm, Asso., Co. or 
Corp. seep to the laws of this or any 
other state, and waiving all claims or right 
to claim error by reason of such acknowl- 
edgment of service. Such notice or proc- 
ess, with a copy thereof, shall be mailed to 
the Sec. of State of Iowa at Des Moines, 
Iowa, in a registered letter addressed to 
him by his official title, and he shall im- 
mediately upon its receipt acknowledge 
service thereon on behalf of the non-resi- 
dent person, firm, Asso., Co. or Corp. to 
which the same is directed by writing 
thereon, giving the date thereof, and shall 
immediately return such notice or process 
in a registered letter to the clerk of the 
court in which the suit is pending, ad- 
dressed to him by his official title, and shall 
also forthwith mail such copy, with a copy 
of his acknowledgment of service written 
thereon, in a registered letter addressed to 
each person, firm, Asso. or Corp. who shall 
be named or designated as defendant in 
such written instrument. 

Statements examined — conditions for 
granting or refusing permit. Sec. 7. It 
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shall be the duty of the Sec. of State to 
examine the statements and documents so 
filed in his office and secure such further 
information as he deems necessary, if any, 
and if from such examination of all papers 
and documents submitted to him and from 
such other information as he may obtain, 
he finds that the sale within this state of 
stocks, bonds or other securities by any 
such person, firm, Co., Asso. or Corp. would 
work a fraud upon the purchasers thereof, 
then and in that event he shall refuse to 
grant such permit; otherwise he shall grant 
such permit. 

Changes in articles or plan of business 
— approval of. Src. 8 Every person, 
firm, Asso., Co. or Corp. having submitted 
to said Sec. of State a detailed plan of its 
business, together with such other informa- 
tion required by Sec. 3 of this act, and 
thereafter desiring to change its Arts. of 
Asso. or incorporation or its proposed plan 
of business, or its proposed contract, the 
character of its securities or method of ad- 
vertisement, shall, before such change is 
made, submit the same to the Sec. of State 
of Iowa, in writing, showing in full detail 
the new plan of transacting business, to- 
gether with all changes made either in Arts. 
of Asso. or Corp., by-laws, plan of busi- 
ness, proposed contract, or in the character 
of. securities, and if the Sec. after exam- 
ination shall find that the proposed change 
will not work a fraud upon the purchasers 
of its stocks, bonds or other securities in 
this state, then he shall approve the same; 
otherwise he shall refuse to approve such 
change or amendment and require such a 
modification thereof as may be necessary to 
protect the people of this state against 
fraud, and if and in the event such person, 
firm, Asso., Co. or Corp. submitting such 
proposed change shall refuse to so modify 
the plan of his business, including the 
character of securities sold, as to conform 
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to the requirements of the Sec. and to the 
end that no fraud may be perpetrated upon 
the purchasers of the stocks, bonds or 
other securities sold in this state, then 
said Sec. shall be required and he is hereby 
directed to cancel the permit of said person, 
firm, Asso., Co. or Corp., and said person, 
firm, Asso., Co. or Corp. shall be denied 
the right to transact business in this state, 
unless and until said person, firm, Asso., 
Co. or Corp. shall so modify and change 
its business that the transaction of busi- 
ness in this state will not work a fraud 
upon the purchasers thereof. 

Annual report filed — when — pay an- 
nual fee. Sec. 9. Every person, firm, 
Asso., Co. or Corp. doing business within 
this state pursuant to the provisions of this 
act shall, on or before Dec. 31st of each 
year, or at such time as they make their 
annual statement to their directors, but not 
less than once each year, file with the Sec. 
of State a statement properly verified by 
the officers of said Co., if a Co. or Corp., 
or by a member of a partnership, if a firm 
or co-partnership, or by the owner of said 
business, if the same is transacted by an 
individual, which statement shall set forth 
its financial condition, the amount of its 
assets and liabilities and such other infor- 
mation concerning its financial affairs or 
its plan of business, including the character 
of securities sold, as the Sec. may require 
in order to determine whether said person, 
firm, Asso., Co. or Corp. is doing a legitimate 
and honest business within this state. Said 
statement shall be for the information of 
the Sec., the Atty.-Gen. or any public 
officer who may be interested in an official 
way in receiving said information and shall 
not be open to public inspection, nor shall 
it be published or used for private pur- 
poses, but may be used in an official, legiti- 
mate way if need be. Said annual state- 
ment shall be accompanied by an annual 
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inspection fee of $20 for the year next suc- 
ceeding; provided, however, that any 
person not desiring to pay the annual in- 
spection fee of $20 may pay the inspection 
fee of 1/10 of 1% on the amount of 
securities proposed to be sold as provided 
under the terms and conditions set forth 
in §§ 3 and 4 of this act. 

Failure to file annual report — penalty 
— collection of. Src. 10. Any person, 
firm, Asso., Co. or Corp. failing to file said 
statement for the preceding year, or failing 
to pay the inspection fee as provided by 
this act, shall, in addition to the criminal 
punishment otherwise imposed in this act, 
be liable to a penalty of $10 per day for 
each and every day which said person, 
firm, Asso., Co. or Corp. transacts business 
in this state in violation of the provisions 
of this act. Said penalty may be collected 
by a suit in the name of the state of lowa 
upon the relation of the Atty.-Gen., in- 
stituted in any court of competent jurisdic- 
tion, and when collected shall be paid over 
to the Sec. of State who shall cover the 
same into the general revenues of the state. 

Accounts how kept—subject to ex- 
amination — fees for. Sec. 11. The gen- 
eral accounts of every person, firm, Asso., 
Co. or Corp. doing business in this state 
pursuant to the provisions of this act shall 
be kept in a businesslike and intelligent 
manner and in sufficient detail that the 
Sec. of State can ascertain at any time 
upon inspection and examination its finan- 
cial condition, and any person, firm, 
Asso., Co. or Corp. engaged in the business 
of buying or selling stocks, bonds or other 
securities and subject to the provisions of 
this act, shall keep its books of account 
during business hours, except Sundays and 
legal holidays, copen to its members, stock- 
holders and investors and to the Sec. or 
his duly authorized agents or representa- 
tives, and the said Sec. shall have the right 
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to make an examination and inspection of 
the books, accounts and financial condition 
of any such person, firm, Asso., Co. or 
Corp. engaged in the business of dealing 
in stocks, bonds and other securities pursu- 
ant to the provisions of this act. The right, 
powers and privileges of the Sec. in con- 
nection with such examination shall be the 
same as is now provided with reference to 
examination of State and Savs. Banks, and 
such person, firm, Asso., Co. or Corp. so 
examined shall pay a fee to the Sec. for 
each of such examinations not to exceed 
$6 per day, or fraction thereof, spent by 
said Sec. or his duly authorized represen- 
tative while absent from the seat of Gov't 
in making such examination, and shall fur- 
ther pay the actual traveling and hotel ex- 
penses of said examiner. Upon failure or 
refusal of any person, firm, Asso., Co. or 
Corp. to pay the fees required by this act, 
upon the demand of the Sec. or his duly 
authorized representative, the Sec. may sus- 
pend its right to sell, offer or negotiate for 
sale any of its stocks, bonds or other secur- 
tn in this state until such fee or fees are 
paid. 

Permit cancelled — when. Sec. 12. If 
from such examination it shall appear that 
said person, firm, Asso., Co. or Corp. ts 
doing an illegitimate and fraudulent busi- 
ness in this state, that its plan of business 
is fraudulent or that the sale of its stocks, 
bonds, or other securities would work a 
fraud upon the purchasers in this state, 
said Sec. of State shall have the right to 
cancel the Ctf. of such person, firm, 
Asso., Co., or Corp., and deny it the right 
to further transact business in this state 
until it changes its plan of business, includ- 
ing the character of its securities, so that 
the citizens and residents of this state or 
others dealing with it therein shall not be 
defrauded thereby. 
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{ | Fees accounted for. Sec. 13. All fees 
herein provided for shall be collected by 
the Sec. of State and by him covered into 
the State Treas. on the first secular. day of 
each month; * * * 

Bona fide owner of stocks — may sell 
— conditions. Sec. 14. Nothing in this 
act shall be construed as to prohibit a bona 
fide owner of any stocks, bonds or other 
securities from selling, exchanging or 
otherwise disposing of the same when not 
made in the course of continuing or re- 
peated transactions of a similar nature, or 
when said securities, including negotiable 
promissory notes, have been issued or given 
for goods, wares or merchandise purchased 
or dealt in by the issuer. in. the ordinary 

course of his business, or when sold, ex- 
changed or otherwise disposed of to a bank 
subject to governmental supervision, Tr. 

Co., Ins. Co., building and loan Asso., or 
to a person who has duly received a per- 

ie mit to transact business within this state 
pursuant to the provisions of this act, pro- 

vided that the same are sold by said owner 

in good faith and not for the purpose of 

y evading the provisions of this act; and 

the Sec. of State may authorize in writing 

l any such bona fide owner of any stocks, 
J bonds, or other securities to sell in ‘this 
state any other securities: not included in 

l the provisions set forth in the preceding por- 
tion of this Sec.; provided said securities 

i were acquired and held by the owner:in 

E good faith and not for the purpose of evad- 

i ing the provisions of this act, but before 

| such authorization shall issue for the ‘sale 

| of such additional securities, the owner of 

such securities: shall register in a book kept 

f $ for such purpose by the Sec. a list of the 
| stocks, bonds and other securities desired 

( to be sold giving the character of the se- 
curity, the par value thereof, the price at 
í - which such securities are to be sold, the 
o : date of issue and any other data concern- 
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ing the same which the Sec. may require 
in order to determine whether or not the 
sale thereof will work a fraud upon the 
purchaser; and provided further that the 
said Sec. may, if he have reason to believe 
said securities will work a fraud upon 
the purchasers thereof, require the owner 
to file in his office a bond in the penal sum 
of not to exceed $5,000 running to the 
State of Iowa, conditioned that said owner 
thereof will not in the sale and disposition 
of said securities, knowingly make any 
false or fraudulent representations con- 
cerning the nature and character of such 
securities. Such owner shall pay to the 

Sec. an inspection fee as is provided for in 

$ 4 of this act. 

Form of permit. Sec. 15. Each and 
every C’t’f. granted by the Sec. of State 
under the provisions of this act shall be in 
substantially the following form: 

“This is to certify that the............ 
Seen anne has this date been given per- 
mission to sell $.......... of its........ = 
stocks, bonds or securities within the state 
of Iowa. 

The Sec. of State Does Not Recommend 
the Purchase of This or Any Other 
Security. 

Dated at Des Moines, Iowa, this........ 


e@oeneeeeeeeeeoseeeeeaeeend 


hereunto affixed the corporate seal of the 
Sec. of State. 


(Seal) 
* * * 


Any person, firm, Asso., Co. or Corp. 
that makes any reference in any statement, 
advertisement or printed matter to the fact 
that a permit has been received from the 
Sec. of State to transact business in this 
state shall, with equal prominence, state 
in the same circular, advertisement or 
printed matter that “THE SECRETARY 
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x * * 
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OF STATE DOES NOT RECOMMEND 
THE PURCHASE OF THE SECURITY 
OF THIS OR ANY OTHER COM- 
PANY.” 

Agents — license for—how secured. 
Sec. 16. Every person, firm, Asso., Co. or 
Corp. that has received a permit to transact 
business in this state and desires to appoint 
agents or representatives shall cause said 
agent or representative to register with 
the Sec. of State and file with said officer 
his written appointment and authority to 
represent said person, firm, Asso., Co. or 
Corp. as its agent in this state and receive 
from said Sec. a Ctf. showing that the 
principal represented by said agent or 
representative has complied with the pro- 
visions of this act and received a C’t’f. to 
do business. All such C’t’f’s. shall be sub- 
ject to revocation by the Sec. if upon ex- 
amination or investigation the Sec. finds 
that the agent is misrepresenting the kind 
and character of securities, the nature of 
the business or is thereby, or otherwise 
defrauding the people of this state, in the 
sale of stocks, bonds or other securities. 
All such C’t’f’s., unless sooner revoked, 
shall expire on the first day of July of each 
year. A charge of $1 shall be made by 
the Sec. for each C’t’f. issued to such agent. 

Brokers — fees for— give bond. Sec. 
17. The Sec. may issue to any broker, or 
dealer in stocks, bonds or other securities, 
an annual permit, which permit shall en- 
title such stock broker or dealer to sell, 
offer or negotiate for sale any stocks, 
bonds or other securities within this state, 
except those stocks, bonds or other secu- 
rities, the sale of which would work a fraud 
upon the purchaser; provided, however, 
that such stock broker or dealer shall file 
on the Ist and 15th day of each month a 
detailed list of the stocks, bonds or other 
securities on hand for sale or listed for 
sale by him, and also those sold by him 
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during the preceding 14 month and not 
previously reported; provided further, that 
the Sec. shall refuse to grant a permit, or 
shall cancel a permit previously granted, to 
any such stock broker or dealer when he 
finds by investigation or otherwise that 
such stock broker or dealer is selling or 
offering for sale within this state any 
stocks, bonds or other securities which 
would work a fraud upon the purchasers 
thereof. In order that the Sec. may deter- 
mine the nature and kind of securities to 
be sold and the character of the applicant, 
he is authorized to make investigation as 
otherwise provided herein, the expenses in- 
curred thereby to be paid as provided in 
$ 11 of this act. The applicant shall also 
pay a fee of $50 to the Sec. for each of 
said annual permits, which permit, unless 
sooner revoked by the Sec., shall expire 
on the first secular day of July of each 
year. If said permit is issued after the 
first of Jan. of any year, the fee shall be 
reduced one-half. Before being granted 
such permit by the Sec. the stock broker or 
dealer shall give a bond in the penal sum 
of $5,000 to the state of Iowa, conditioned 
upon a strict compliance with this act 
which bond shall be approved by the execu- 
tive council and filed with the Sec. of State. 
Said bond shall be forfeited by a violation 
of the terms or conditions of this act, or 
by a conviction for such violation, and the 
Atty.-Gen. of this state may institute suit 
in the name of the state of Jowa in any 
court of competent jurisdiction for a for- 
feiture thereof at any time within 2 years 
from the time the cause of action accrues; 
provided that if it appears such violation 
was not intentional and no fraud was 
shown then only so much of said bond 
shall be forfeited as shall be equal .to the 
amount of damages sustained. 

Appeal to executive council — when 
and how made. Sec. 18. Any person, 
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firm, Asso., Co. or Corp. that is dented a 
C’t’f. to transact business in this state, or 
whose: C’t’f. is cancelled pursuant to the 
provisions of this act shall have the right 
to appeal to the executive council of Iowa 
from any decision of the Sec. of State 
affecting a substantial right under the pro- 
visions of this act within 20 days from the 
entry or the pronouncement of the decision 
of said Sec. by serving notice of such 
appeal’ upon the Sec. of the executive 
council. Such appeal shall be heard and 
determined by the executive council under 
such rules and regulations as they may 
prescribe giving full notice and opportunity 
to be heard by all persons interested 
therein. 

Any person, firm, Asso., Co. or Corp. 
perfecting said appeal to said executive 
council, may upon receiving an adverse de- 
cision by said executive council, ‘appeal :to 
the Dist. Court at the seat of Gov’t, by the 
service of a written notice of appeal on the 
Atty.-Gen., and thereupon the cause may 
be docketed and the case may be tried in 
the Dist. Court as a special equitable action 
bv the filing of such transcript and such 
pleadings as the court may prescribe in 
order that an intelligent hearing may be 
had and a just decision rendered thereon 
free from any technical objections or ir- 
regularities in the matter of procedure or 
the introduction of evidence. 

Supersedeas in appeal—when and how. 
Sec. 19. A supersedeas may be had by any 
person denied a permit to do business in 
this state and who has thereafter perfected 
an appeal by the execution and filing of a 
penal bond to the state of Iowa for the use 
and benefit of the state of Iowa for any 
costs or damages incurred by reason of 
said appeal and for the use and benefit of 
any purchaser of any stocks, bonds or other 
securities from the appellant during the 
pendency of said appeal; said bond shaft 
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be in the sum fixed by the judge of the 
Dist. Court to which said appeal is taken 
and approved by the clerk of said court, 
and shall provide that if the order appealed 
from is affirmed, the party appealing shall 
pay to the state all costs and damages by 
reason of said appeal, and shall pay to the 
Sec. of State for the use and benefit of 
any purchaser who has suffered damage by 
reason of the purchase of any security dur- 
ing the pendency of such appeal the amount 
fixed in said bond or so much thereof as 
may be necessary. It shall be the duty of 
the clerk of the Dist. Court to transmit a 
certified copv of said bond to the Sec. of 
State of Iowa immediately upon the filing 
and approval of said bond in the office of 
said clerk. 

Penalty for false statement. Sec. 20. 
Any person, firm, Asso., Co. or Corp. sub- 
ject to the provisions of this act that shall 
subscribe or cause to be made any false 
statement or false entry in any book re- 
quired to be kept or relating to any busi- 
ness to be transacted in this state pursuant 
to the provisions of this act, or make or 
subscribe to any false statement, exhibit or 
paper filed with the Sec. of State of Iowa, 
or shall make to the Sec., his deputy, agent 
or representative any false or fraudulent 
statement concerning the proposed plan of 
business‘ to be transacted, or the nature, 
value or character of securities to be sold 
in this state, or shall make to said Sec., 
his deputy, agent or representative any 
false statement as to the financial condition 
of such person, firm, Asso., Co. or Corp. 
shall be deemed guilty of a felony, and 
upon conviction shall be fined in the sum 
of not more than $5,000 dollars, or im- 
prisoned. not to exceed 5 years in the 
penitentiary or reformatory, or by both 
such fine and imprisonment in the discre- 
tion of the court. 
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Penalty for sale without permit. Sec. 
21. Any person, firm, Asso.,-Co. or Corp. 
subject to the provisions of this act that 
shall sell or negotiate for the sale of any 
stocks, bonds or other securities within 
this state without first paying the inspection 
fee and otherwise complying with the pro- 
visions of this act, or that continues to sell, 
offers for sale, or negotiates for the sale 
of stocks, bonds or other securities in this 
state after his C’t’f. or permit to do busi- 
ness has been canceled by the Sec. of State, 
unless a supersedeas bond has been filed as 
and according to the provisions of § 19 
hereof, or that shall otherwise neglect or 
refuse to comply with any of the provisions 
of this act, shall be guilty of a misde- 
meanor and upon conviction thereof shall 
be fined not to exceed $5,000, or by im- 
prisonment in the county jail not to exceed 
6 months or by both such fine and im- 
prisonment. 

False statement — misdemeanor — pen- 
alty. Sec. 22. Any person, firm, Asso., 
Co. or Corp., or any agent or representative 
thereof, whether subject to the provisions 
of this act or otherwise, that sells, offers 
for sale or negotiates for the sale of any 
stocks, bonds, or other securities within this 
state, and knowingly makes any false repre- 
sentations or statement as to the nature, 
character or value of such security, or the 
amount of the earning power of such 
security whether in the nature of interest, 
dividends or otherwise, or knowingly makes 
any false or fraudulent representation con- 
cerning the financial condition, the assets 
or the property of the Co., firm or Corp. 
issuing said security, or knowingly makes 
any other false or fraudulent representa- 
tion to any person for the purpose of in- 
ducing said person to purchase said se- 
curity, or conceals any material fact in the 
advertisement or prospectus of such se- 
curity for the purpose of misleading or de- 


16 


Blue Sky Laws. 


frauding the purchaser, shall be guilty of 
a misdemanor and upon conviction be 
punished by a fine of not more than $2,000 
or by imprisonment of not to exceed 6 
months in the county jail, or by both such 
fine and imprisonment. 

Decision of courts — effect. SEC. 23. 
Should any Sec. of this act or any part 
thereof be held by any court of competent 
jurisdiction to be unconstitutional, such 
decision shall affect the specific provision 
only which it is held offends against the 
constitution and said unconstitutional part 
shall not be held to be an inducement to 
the passage of any other Sec. or provision 
of this act. 
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KANSAS 
Laws 1915, C. 164, as amended March 1919. 


Be it enacied by the Legislature of the 
State of Kansas: 


Sec. 9458. The term “ securities” as used 
in this act shall be taken to mean stock 
C’t’f’s, shares, bonds, debentures, C’t’f’s 
of participation, contracts, contracts or 
bonds for the sale and conveyance of 
land on deferred payments or install- 
ment plan, or other instruments in 
the mature thereof by whatsoever name 
known or called. The term “ specu- 
lative securities” as used in this act 
shall be taken to mean and include, (1) 
All securities to promote or induce the - 
sale of which, profit, gain or advantage 
unusual in the ordinary course of legiti- 
mate business is in any way advertised or 
promised; (2) All securities for promoting 
the sale of which a commission of more 
than 5% is offered or paid; (3) All securi- ! 
ties into the specified par value of which 
the element of chance or hazard of specu- 
lative profit or possible loss equal or pre- 
dominate over the elements of reasonable 
certainty, safety, and investment; (4) All 
securities the value of which materially de- 
pends on proposed or promised future T 
promotion or development rather than on i 
present tangible assets and conditions; (5) 
The securities of any enterprise, Asso., 
partnership or Corp. which has included or 
proposes to include in its assets as a ma- | 
terial part thereof, patents, formulx, good- | 
will, promotion, or intangible assets, or 
which has issued or proposes to issue a 
material part of its securities in payment 
for formule, patents, good-will, promotion, 
or intangible assets; (6) Securities made or 
issued in furtherance or promotion of any 
enterprise or scheme for the sale of unim- | 
1 i 


ee — -n 


KANSAS Ree Sky Lawe. 


proved or undeveloped land on any de- 
ferred payments or installment plan, when 
such lands are not situate in Kan. and the 
value of such securities materially depends 
on the future performance of any stapula- 
tion by the promoters of such enterprise 
to furnish irrigation or transportation 
facilities, or other value enhancmg utility 
or improvement. The term “ speculative 
enterprise” as used in this act shall be 
taken to mean any business undertaking, 
project, venture or activity for the promo- 


-4 tion or furtherance of which “ speculative 
securities” as herein defined are made, is- 
\ sued, sold, or offered for sale. 


Sec. 9459. It shall be hereafter unlawful 

ee for any person, copartnership, Asso., or 

Corp., hereinafter called the promoter, 

either as principal, or through brokers of 

agents, to sell or offer for sale or by 

means of any advertisements, circulars, or 

prospectus, or by any other form of public 

offering, of any speculative securities in 

\ this state, unless there first shall have been 
: filed with the Bk. Comr.: (1) A copy of 
the securities so to be promoted; (2) A 
statement in substantial detail of the assets 
and liabilities of the person or Co. making 
and issuing such securities and of any per- 
son or Co. guaranteeing the same, includ- 
ing specifically the total amount of such 
securities and of any securities prior 

| thereto in interest or lien, authorized or 
| issued by any such person or Co.; (3) the 

| H name of the fiscal agent, if any, who it 1s 
i proposed sHall handle the sale of such pro- 

| ' posed securities, together with a statement 
| 
} 


A 


of the financial standing of such fiscal 
agent; (4) If such securities are se- 

cured by mtg. or other lien, a copy of 

f such Mtg. or of the instrument creating 

| such lien, and a competent appraisal or 
, valuation of the property covered thereby, 

; i with a specific statement of all prior liens 

thereon if any; (5) A full statement of 

r facts showing the gross and net earnings, 

actual or estimated, of any person or Co. 
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making and issuing or guaranteeing such 
securities, or of any property covered by 
any such Mtg. or lien; (6) All knowledge 
or information in the possession of such 
promoter relative to the character or value 
of such securities, or of the property or 
earning power of the person or company 
making and issuing or guaranteeing the 
same; (7) A copy of any general or public 
prospectus or advertising matter which 
is to be used in connection with such pro- 
motion, and no such prospectus or adver- 
tising matter shall be used unless the 
same has been filed as herein provided; 
(8) The names, addresses and selling 
territory in this state of any agents 
by or through whom any such securi- 
ties are to be sold, and no such agents 
Shall be employed unless such state- 
ment with respect to them has been filed 
hereunder, and there shall be paid to 
the Bk. Comr. a registration fee of $1 
for each such agent. The payment of such 
fee shall be payment in full of all fees for 
registration of such agent until and includ- 
ing the first day of Mar. next following; 
) The name and address of such promo- 
ter, including the names and addresses of 
all partners, if the promoter be a partner- 
ship, and the names and addresses of the 
directors or trustees, and of any person 
owning 10%, or more, of the capital stock, 
if the promoter be a Corp. or Asso.; (10) 
A statement showing in detail the plan on 
which the business or enterprise is to be 
conducted; (11) the Arts. of co-partner- 
ship or Asso., and all other papers pertain- 
ing to its organization, if the securities be 
insured or guaranteed by a co-partnership 
or unincorporated Asso.; (12) A copy of 
its charter and by-laws if the securities 
be issued or guaranteed by a corporation; 
(13) A filing fee of $25; and in no event 
shall any speculative securities be sold or 
offered for sale until a permit shall have 

en issued as hereinafter provided. 

Sec. 9460. Every foreign Corp. before sell- 
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ing or offering for sale any speculative 
securities, in this state shall also file its 
written consent, irrevocable, that actions 
may be commenced against it in the proper 
courts of any county ia this. state in which 
a cause of action may arise, by the service 
of process on the Sec. of State, and stipu- 


lating and agreeing that such service of | 
process on the Sec. shall be taken and held | 


in ali courts, to be as valid and binding as 
if due service had been made upon the Co. 
itself, according to the laws of this or any 
other state, and such imstrument shall be 
authenticated by the seal of said foreign 
Corp., and shali be accompanied by a duly 
certified copy of the order or resolution of 


the board of directors, trustees, or managers — 


of the Corp. authorizing the said Sec, and 
Pres. to execute the same. 

Sec. 9461. It shall be the duty of the 
Bk. Comr. as saon as practicable to ex- 
amine the statements and documents so 
filed and if satd Bk. Comr. shall deem it 
advisable, he shall make, or have made, a 
detailed inspection, examination, audit and 
investigation of the affairs. of the makers 
cr guarantors of such securities which said 
inspection, examination, audit, and investi- 
gation shali be at the promoter’s expense, 
and the said Bk. Comr. shall have power 
and authority to call upon the makers or 
guarantors of such securities, or the per- 
sons seeking to or offering the same for 
sale, for such information as he may deem 
necessary, and a failure on the part of 
the person or persons so requested for 
information to furnish the same shall be 
considered as a withdrawal of the appli- 
cation for permission to sell or adver- 
tise such securities. As a part of the 
aforesaid inspection, examination, audit 
and investigation, the Bk. Comr. shall 
cause an appraisal to be made of the 
property of the maker or guarantor of 
such securities which appraisal shall include 
the value of patents, formule, good will, 
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Promotion, and intangible assets, if any, and 
said Bk. Comr. shall furnish a complete 
siatement and record of his inspection, 
examination and investigation, [together 
with a copy oi the appraisal] aforesaid, 
to the said Charter Board. [The appraisal 
hereinbefore provided for shall be made 
either by the Bk. Comr. in person or 
hy his assistants or by some one duly ap- 
pointed by said Bk. Comr. to make such 
appraisal, and said Bk. Comr., if neces- 
sary, May appoint appraisers, not to exceed 
three in number, to make such appraisal, 
and such examiners and appraisers shall 
receive as compensation for their services 
a sum not to exceed $15 per day for the 
time actually employed in such examina- 
tion and necessary expenses, which com- 
pensation and expenses shall be paid by 
the persons, Co., partnership or Assoc. 
making application to such Charter Board. ] 
The Charter Board shall within ro days 
after the Bk. Comr. has made his report 
to it and has filed with the Sec. of said 
board a copy of the appraisal as hereinbe- 
fore provided for, examine such state- 
ment,] report and appraisal and shall give 
the promoter a hearing, if he so desire, 
[and said Charter Board shall have power to 
make an independent investigation, inspec- 
tion and examination of the affairs of the 
promoter making such application, and 
shall have power to investigate the per- 
sonnel of the agent or agents through 
whom or by whom said securities are to 
be handled or sold. It shall direct the Bk. 
Comr. to issue a permit authorizing the 
sale of such securities, which permit may 
be revoked at any time by the said Charter 
oard upon complaint made and after hear- 
ing as herein set out: Provided, that 
whenever the Co. making and issuing such 
securities or the Co. guarantceing the same 
is a Co. whose busiress is under the super- 
vision or control of one of the state de- 
partments, said permit shall not be effective 
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until the same shall have been approved 
by the head of such state department: 
Provided further, that upon complaint 
being made to the Bk. Comr., or to the 
Charter Board and notice being given to 
the Bk. Comr, of such complaint, said Bk. 
Comr. may forthwith suspend the order 
granting the permit pending a final hear- 
ing, and during such suspension no securi- 
ties shall be sold or offered for sale. It 
shall be the duty of the Bk. Comr. upon 
issuing the order of suspension forthwith 
to notify the promoter or parties affected 
by such order, and to set a time and place 
for the hearing of such complaint by the 
said Charter Board, which hearing shall 
not be later than 30 days from the date of 
said order of suspension. It shall be suff- 
cient notice to the promoter or parties in- 
terested of the complaint and of the order 
of suspension, if the Bk. Comr. shall mail 
such notice to the address of such promoter 
or parties interested as furnished at the 
time of the filing of the application. If 
the Charter Board, upon a full hearing, 
shall find that there are just grounds for 
the complaint made and that the promoter, 
agents or other parties connected with the 
sale of the securities as representatives of 
the promoter, have violated any of the pro. 
visions of this act, or the orders of the 
Charter Board, or of the Bk. Comr. made 
under the provisions of this act, and within 
the scope thereof, said Charter Board shall 
make an order canceling the permit herein- 
before granted. The said Charter Board 
at the time of the granting of the permit 
as herein provided shall determine and fix 
the maximum amount that may be paid as 
and in the way of a commission for the sale 
of such securities, which amount shall in- 
clude the cost of advertising, office expenses 
and all other expenses connected with the 
sale of such securities: Provided, that no 
permit as herein set out shall be granted by 
the said Charter Board for the sale of any 
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securities where such securities are to be 
sold and handled on commission or for a 
consideration by any officer or director of 
the Co. handling such securities for sale, 
or officer or director of the Co. issuing or 
guaranteeing the same: And provided fur- 
ther, that before any permit shall issue by 
the Bk. Comr. under the order of the Char- 
ter Board as herein provided, all stock or 
securities of any kind issued or to be issued 
in payment of property, patents, formule, 
good-will, promotion or intangible assets 
shall be deposited by the person to whom 
they are to be issued, or by the Co. or 
promoter issuing them, with the Bk. Comr, 
of the state of Kansas, to be held by him 
until the securities for the sale of which 
the permit has been granted shall have 
been sold, and until there shall have been 
filed with the Bk. Comr, a statement under 
oath by the proper officer of any Co. or 
by the promoter, showing that the require- 
ments made by the said Charter Board or 
by the Bk. Comr. have been met; that the 
securities have been sold only in the way 
provided for in this act; and that there has 
been a full compliance with the provisions 
of this act and with the orders of the Bk. 
Comr. or the Charter Board, or both; and 
if it shall appear and the board shall find 
that said statements are true and that there 
is no further reason why such promoter or 
Co. should continue under the control of 
the said Bk. Comr., or Charter Board,. or 
both, and that no good purpose would be 
served by said promoter or Co. remaining 
under the control of said Chartcr Board, 
or Bk. Comr., or both, said Charter Board 
shall make an order canceling the permit 
theretofore issued and permitting the with- 
drawal of the securities held in escrow and 
their return to the parties depositing the 
same, and no assignment or transfer of 
such securities in escrow shall be binding 
upon the Bk. Comr. unless approved by the 
said Charter Board. 
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Sec. 9462. The Charter Board shall at any 
time have the authority and jurisdiction to 
investigate the affairs of any speculative 
enterprise, the securities of which are be- 
ing sold or offered for sale in this state, 
and after giving the promoter a hearing, 
may if the evidence warrant, make any of 
the adverse findings enumerated in $ 4 of 
this act, and it shall thereafter be unlawful 
for any person, co-partnership, Asso. or 
Corp. to sell, offer for sale, or by means of 
any advertisement, circular, or prospectus 
or by any other form of public offering to 
attempt to promote the sale of the se- 
curities of such speculative enterprise in 
this state. 

Sec. 9463. If the Charter Board, from 
the statements, papers and documents on 
file, and from the investigation, appraisal 
and report of the Bk. Comr., and from evi- 
dence furnished, or from its own investi- 
gation, shall find, (1) that the makers or 
guarantors of such securities are insolvent, 
or are in failing circumstances, or are not 
trustworthy; (2) that the promoter’s plan 
of business is unfair, inequitable, dishonest 
or fraudulent; (3) that the promoter’s plan 
of business does not adequately secure in- 
vestors against the unlawful dissipation or 
misapplication of the funds of the enter- 
prise or business; (4) that the promoter’s 
literature or advertising is misleading and 
calculated to deceive purchasers or invest- 
ors; (5) that the securities offered or to 
be offered, or issued or to be issued in pay- 
ment for property, patents, formule, good- 
will, promotion or intangible assets, are in 
excess of the reasonable value thereof ; 
(6) that the enterprise or business of the 
promoter is unlawful or against public pol- 
icy; (7) or is a mere scheme of the pro- 
moter or promoters to get rich quick at tke 
expense of the purchasers of the aforesaid 
securities; the said Charter Board shall 
reduce its findings to writing and attest the 
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same by the signature of the chairman and 
secretary thereof, and shall refuse to issue 
a permit to the applicant or applicants for 
he sale of such securities, and it shall 
hereafter be unlawful for the promoter or 
any broker or agent of such promoter to 
sell or offer for sale by means of any ad- 
Vertisement or circular or prospectus, or 
by any other form of public offering to at- 
icmpt to promote the sale of the securities 
of such speculative entcrprise in this state. 

Sec. 9464. Any person, co-partnership, 
Asso. or Corp. being dissatished with any 
finding or findings of the Charter Board 
made in accordance with the provisions of 
this act, may within 30 days from the mak- 
ing thereof commence an action in any court 
of competent jurisdiction against said 
Charter Board as defendant, to vacate and 
set aside said finding or findings on the 
ground that the said findings are unjust or 
unreasonable. The rules of pleading and 
procedure in such action shall be the same 
as are provided by law for the trial of 
equitable actions in the Dist. Courts of 
this state and on the hearing the judge of 
said court may set aside, modify, or con- 
firm said findings as the evidence and the 
rules of equity may require. Appeals may 
be taken from the decision of the Dist. 
Court to the Supreme Court by either 
party in the same manner as is provided by 
law in other civil actions. Pending any 
such action, the said findings of said 
Charter Board shall be prima facte evi- 
dence that they are just and reasonable and 
that the facts found are true, and pending 
any stich action the said finding of the 
Charter Board shall remain in full force 
and effect. If no action be brought to set 
aside said findings within 30 days, the same 
shall become final and binding. 

Sec. 9465. No amendment of the charter, 
Arts. of incorporation, constitution or by- 
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laws of any such Corp. or the articles of 
Asso. or by-laws of any unincorporated 
Asso. subject to this act, shall become 
operative until a copy of the same has 
been filed with the Bk. Comr. as pro- 
vided in regard to the original filing of 
charters, Arts. of incorporation, or Asso., 
constitution and by-laws, and it shall be 
unlawful for any such person, co-partner- 
ship, Asso. or Corp. to transact business on 
any other plan than that set forth in the 
statement required to be filed by § 2 of this 
act, or to make, issue, sell or offer for sale 
be filed by § 2 of this act, until a written 
statement showing in full detail the pro- 
posed new plan of transacting business and 
a copy of the proposed new “ security ” or 
“securities ” shall have been filed with the 
Bank Com. in like manner as provided 
in regard to the original plan of business 
and proposed “security” or “ securities.” 

Sec. 9466. The provisions of this act shall 
not apply to (a) Securities of the U. S.; or 
any foreign Govt; or of any State or 
Ter.; or of any county, city, township, 
Dist. or other public taxing Sub-Div. of 
any State or Ter. of the U. S. or any for- 
eign Gov’t. (b) Securities of public or quasi- 
public Corps., the issues of which are regu- 
lated by the Public Utilities Commission of 
Kans., or by the public service commission 
or board of similar authority of any State 
or Ter. of the U. S.; or securities senior 
thereto. (c) Securities of State or Nat. 
Banks or Tr. Cos, Mtg. Cos dealing ex- 
clusively in bona fide Mtgs. on farm an 
city real estate, or Building and Loan 
Asso.s authorized by the Charter Board to 
do business in this state. (d) Securities 
of any domestic Corp. organized without 
capital stock, for religious, charitable or 
reformatory purposes. 

Src. 9467. The general accounts of every 
person, co-partnership, Asso. or Corp., 1S- 
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suing or guaranteeing any securities sub- 
ject to the provisions of this act, shall be 
kept in a businesslike and intelligent man- 
nef and in sufficient detail so that the Bank 
Com. or his authorized representative can 
ascertain at any time the financial condition 
of such person, co-partnership, Asso. or 
Corp., and the books of account and affairs 
of any such person, co-partnership, Agso. 
or Corp., shall be subject to examination by 
the said Bk. Comr. or upon his direction 
by his assistants, accountants or examiners, 
at any time said Bk. Comr. shall deem 
it advisable, and in the same manner as 
is now provided for the examination of 
state banks; and such person, co-partner- 
ship, Asso. or Corp. shall pay a fee for 
each of such examinations, of not to ex- 
ceed $15 for each day or fraction thereof, 
plus the actual traveling and hotel ex- 
penses of said Bk. Comr., assistant, ac- 
countant, or examiner, that he is absent 
from the capital of the state for the pur- 
pose of making such examination. And it 
is provided further, that every person, co- 
partnership, Asso. or Corp. making or 
guaranteeing any securities subject to the 


provisions of this act, shall file at the close. 


of business Dec. 31st, Mar. 31st, June 3oth, 
and Aug. 31st, of each year, and at such 
other times as may be required by the Bank 
Com., a statement, certified by the oath of 
some person having actual knowledge of 
the facts therein stated, setting forth, in 
such form as may be prescribed by said 
Bk. Comr. the financial condition, amount 
of property and hiabilities of such person, 
co-partnership, Asso. or Corp. and such 
other information as said Bk. Comr. may 
require. Each statement shall be accom- 
panied by a filing fee of $2.50. It shall be 
unlawful for any person, partnership, 
Asso., or Corp. subject to the provisions of 
this act, failing or refusing to comply with 
the provisions of this § within 10 days after 
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compliance is required, to thereafter sell or 
offer for sale in this state any speculative 
stock which said person, partnership, Asso. 
or Corp. is selling or offering for sale in 
this state. 

‘Sec. 9468. The Bk. Comr. shall have 
power upon reasonable notice either upon 
his own initiative or upon complaint of any 
responsible person, to make or have made 
such special inspection or investigation as 
he may deem necessary, in connection with 
the promotion, sale, disposal, or offering 
for sale or disposal in this state, of any 
C’t’f’s, shares, stocks, bonds, securities, con- 
tracts, or contracts or bonds for deeds, to 
determine whether the same constitute a 
violation of this act or any other statute of 
this state, by any individual, co-partner- 
ship, Corp., or Asso., promoting, offering, 
selling or pledging the same; and the state 
Bk. Comr., his assistants or deputy shail 
have the power to issue subpoenas and proc- 
ess compelling the attendance of any per- 
son and the production of any papers or 
books for the purposes of such investiga- 
tion and examination, and shall have power 
to administer an oath to any person whose 
testimony may be required on such ex- 
amination or investigation; and any person 
who shall refuse to obey any such subpoena 
or make answer to any competent and ma- 
terial question propounded to him by the 
State Bk. Comr. shall upon conviction in 
any court of competent jurisdiction be 
deemed guilty of a misdemeanor, and fined 
in any sum not exceeding $500 or be 
punished by confinement in the county jail 
for not more than 90 days, or by both such 
fine and imprisonment. Upon the con- 
clusion of any such investigation, the Bk. 
Comr. may make findings of fact touching 
the matter or matters under investigation, 
and such findings shall be prima facie evi- 
dence of the truth of the matters therein 
found by the Bk. Comr. in any action, 
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KENTUCKY 


Any investment company selling securi- 
ttes on the partial payment plan or any 
other plan of payment in Kentucky is sub- 
ject to the provisions of Carrols Ken- 
tucky Statutes 1915, C. 72b, Section 2223 b. 


3 
eh 


— km 


= 
00 
© 
O 
- 


Blue Sky Laws. LOUISIANA. 


LOUISIANA. 
(1912; Act No. 40). 


SECTION I. Be it enacted by the Gen- 
eral Assembly of the State of Louisiana, 
That every itinerant or traveling agent en- 
gaged in the sale of stocks or bonds of any 
corporation, whether organized in this 
State or any State or Territory, shall be- 
fore being permitted to make any such 
sales, procure from the Secretary of State, 
at a cost of one dollar a written certificate 
of permission, which shall entitle him to 
procure from the sheriff of the parish, in 
which he proposes to engage in such sale, 
a license to do so, which license is hereby 
fixed at the sum of five dollars per annum, 
and any such agent who engages in such 
sales, before securing such certificate of 
permission and before payment of such 
license in each narish in which he operates, 
shall be deemed guilty of a misdemeanor 
and punished as hereinafter provided. 

Sec. 2. Be it further enacted. etc., That 
each and every itinerant or traveling agent 
so engaged in the sale of such stock or 
bonds before securing such certificate of 
permission as aforesaid, shall file with the 
Secretary of State a sworn statement giv- 
ing his name, residence and the name and 
kind of bonds or stock which he proposes 
to sell, with the par value thereof, as well 
as a full statement of the domicile and 
offices of the corporation whose bonds or 
stock he proposes to sell, and shall therein 
declare the market value of such bonds or 
stock with a brief statement of the prop- 
erty owned by such corporation with its 
location and any such itinerant or traveling 
agent who shall make any false statement 
in said affidavit shall be deemed guilty of 
perjury and prosecuted as such. 

Sec. 3. Be it further enacted, etc., That 
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each of such itinerant or traveling agents 
shall before securing such certificate of 
permission, or procuring of any license or 
making any sales of stock and bonds as 
hereinbefore referred to give bond in 
any sum not less than fifteen thousand 
dollars filed by the Secretary of State, and 
payable to him which bond shall be fur- 
nished by a surety company and approved 
by the Secretary of State and the same 
shall be conditioned that he will make no 
false statement, or misapprehension of 
facts in making such sales of said stock or 
bonds, the same to continue in full force 
for a period of two years from date, and 
any purchaser of stock or bonds from 
such agent shall have a right of action 
on this bond to recover any damages caused 
by any false statement or misrepresenta- 
tion made by such agent in any sale of such 
stock or bonds to be recovered before any 
court of competent jurisdiction in the par- 
ish where the sale is made. 

Sec. 4. Be it further enacted, etc., That 
any such itinerant or traveling agent en- 
gaged in the sale of such stock or bonds 
who shall make any false statement, false 
representations, or false promise in order 
to induce any person to buy such bonds or 
stock and a purchase is made relying 
thereon, shall be deemed guilty of mis- 
demeanor and on conviction shall be 
punished as hereinafter provided. 

Sec. 5. Be it further enacted, etc., That 
each certificate of permission and license 
shall designate the name of the company 
whose bonds or stocks are being sold under 
it, as well as the name of the person to 
whom it is issued and for each separate 
company or stocks and bonds represented, 
a separate bond shall be filed and sepa- 
rate certificate of permission and license 
obtained, and any agent who shall use or 
attempt to use any certificate of permis- 
sion or license for the sale of stock and 
bonds not designated therein and not issued 
to him shall be deemed guiltv of a misde- 
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meanor and shall be punished as herein- 
after provided. 

Sec. 6. Be it further enacted, etc., That 
any itinerant or traveling agent as afore- 
said, violating the provisions of this act 
shall be deemed guilty of a misdemeanor 
and on conviction thereof shall be fined 
not more than $500.00 or imprisoned not 
more than six months or both at the dis- 
cretion of the court. 

Approved: July 1, 1912. 
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MAINE. -- - 
Corrected to and including 1915 Session. 
“R. S. 1916, C. 40, as amended in 1919. 
Definitions. Sec. 14. Under this act, the 
term “dealer” shall mean any individual, 
partnership, Asso. or Corp. engaging in the 
selling. or offering for sale of securities, 
except to, or through the medium of, or as 
agent or salesman of, a registered dealer. 
But sales made by, or in behalf of, a vendor 
in the ordinary course of bona fide personal 
investment, or change of investment, shall 
not constitute such vendor, or the agent of 
such vendor, if not otherwise engaged either 
permanently or temporarily in selling se- 
eurities, a dealer in securities. Nor shall 
the offer of or sale of its own securities by 
an Asso. or a Corp. to its own members or 
stockholders constitute such Asso. or Corp. 
a dealer in securities. : 
The term “ securities’ shall include all 
stocks, bonds, debentures or certificates of 
participation, and all other forms of securi- 
ties, except that it shall not be held to in- 
elude commercial paper or other evidence 
of debt. not running more than 9 months, 
or securities legal for purchase by Sav. 
Bks. under the statutes of any New Eng. 
State, or notes secured by Mtg. of- real 
estate in this State, or to the shares of 
Loan and B’l’d. Assos. organized under 
the laws of Maine. | 
Requirement for Registration. Sec. 11. 
No dealers ‘in securities shall in this State, 
by direct solicitation or through agents or 
salesmen, or by letter, circular or adver- 
tising, sell, offer for sale, or invite offers 
for or inquiries about, securities unless 
registered as a dealer under the provisions 
of this act. No-salesman or agent shall: in 
this State, in behalf of any dealer, sell, offer 
for sale, or ‘invite offers for or inquiries 
about, .. securities unless registered as a 
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salesman or agent of such dealer, under the 
provisions of this aet. 

Every non-resident shall file a power of 
attorney, irrevockble, “properly: antvherized, 
and with isatisfactory certificates er other 
evidence of the authorization, appointing 
the Com. agent ‘for -the «service of !tegal 
process’ tipon ‘the dealer'tn arty: action ‘in 
the courts of ‘this “State, “based upon ‘er 
arising ‘in -connettion with ‘any esale ‘of, 
attempt’ to-sell, or -advertismg’ of, securi- 
ties in this‘State, -or:‘any ‘violationof"SEc. 
11 to ‘23, ‘both-tntlusive. 

‘Upon the fling’ of ' the -apphektion, ‘the 
Com. ‘shall ‘forthwith “give notice ‘of -the 
fact and ‘date of such sxpplicktion,:and“of 
the name, principal place ‘of! business “arid 
address of the. dealer,’ by advertisement ‘in- 
serted. once in‘the official State, paper, ‘ard 
once in a newspaper of general -circtlation 
where the ‘dealer’s place. .òf' business ‘is ło- 
cated, if it is elsewhere: in‘ this' State than 
in the city -of Augusta. ‘The registration 
certificate. shall not be issued before the 
expiration. of .2 weeks from. the last; publi- 
cation. .Any person:may, within -such °2 
weeks..period file. objection. to. the, propeséd 
registration, 

If the Com..is.satisfied that the dealer -is 
of. good -repute, yand that the .proposed plan 
of . business’ of .the dealer .is..not unéair, 
unjust: or inequitable, aand’ that: the dealer 
intends!,to ,honestly.and fairly conduct. its 
business, with disclosure of pertinent. facts 
sufficient to. enable.intending. purchasers: to 
form: aj judgment. of.:the nature.and .walue 
of .the securities, -and : without intent to 
deceive. or defraud, -and that the securities 
that. it spropeses to issueļ or. sellaare. not 
suchas: inthis .opinion. will work a .fraud 
upon the purchasers thereof ,:he.shall. regis- 
ter (the :-dealer . unless objection .to such 
eegistration i shall be: filed saith thet Comr. 
within :the) period:-of. 2 weeks: succeeding 
the publication: of .the. dealer's: application. 
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| If the Comr. is not so satisfied, or if, 

within the period of 2 weeks succeeding 

| the publication aforesaid, objection shall 
be made to the proposed registration, the 
Comr. shall give notice of either fact to 
the dealer, and upon. request from’ the 
dealer shall fix a time and place for hear- 
ing, of which 14 days’ notice shall be given 
by mail to the dealer and to the. objectors, 
and by pwtblication in the state paper, and 
at such hearing opportunity shall be given 
to said dealer, and to any other persons 
interested or objecting, to offer further 
evidence relating to the dealer’s application. 
If satisfied, as aforesaid, as a result of 
such- hearing, the Comr. shall thereupon 
register the dealer. 

Upon registration of any dealer, a regis- 
tration Ctf shall be issued stating the 
name, principal place of business and 
address of the dealer, the names, residences 
and business addresses: of all the persons 
interested in the business as principals, 
officers, directors or managing agents, and 
the fact that the dealer has been registered 
for the current calendar year as a dealer 
in securities. The C’t’f’s. shall in ‘other 
respects be in such form as the Comr. 
may determine, but shall state in bold type 
that the Comr. does not recommend, and 
assumes no responsibility for, securities 
ratte by the dealer. Changes in the 

ot necessitated by changes in the per- 

ei öf a partnership, or in the princi- 
Is pals, officers, directors or managing agents 
any” dealer, may be made at any time 
1k written application to the Comr., ac- 

Bppanied by statement of the facts neces- 

rh thé change. Upon the issue of the 
crate ee Cr fs, the original C’t’f. and the 
led Copies thereof outstanding shall be 
ty: Mrrendered to the commissioner. 
ration of Agents or Salesmen. 
‘Upon written application by: a reg- 
istered "dealer, for each person, the Com. 


shall: register, as agents or salesmen of such - 
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dealer, such persons as the dealer may re- 
quest. The application shall. be in. suek 
form.as the Com. may. prescribe, and shall .. | 
state the residences and addresses of the . 
persons whose registration is requested... | 
The Com. shall. issue to:each person so reg- , 
istered a registration certificate, stating — 
his name, residence and address, the name, .. 
principal place of business and the address 
of the dealer, and the faet that he is regis- 
tered for the eurrent calendar year as agent 

or as.salesman (as the case may be) of . 
the dealer. The certificate shall in other . 
respects be in such form as the.Com. shall 
determine, but. shall state in,bold type that . 

the Cam. does not recommend, or assume... 
any responsibility for, securities offered by... 

the dealer, or the dealer’s agents or sales- 
men.. Upon application by the. dealer, the.. 
registration of any agent er salesman shall | 

be cancelled.. 

Renewal .of Registration... Sec. 15. All . 
registrations shall expire at.the close of.. 
the calendar year, but new. registrations... 
for the succeeding year shall hbe issued as... 
of course, without. the filing of further. state-.. 
ments or furnishing any furéher informa- 
tion, unless Ta requested by the 7 
Com., upon written application of the dealer . 
and payment of a registration fee of $5.00 . 
for each registration. Provided, however, 
that..such application for renewal of. regis- . 
trations for the year 1915 shall be made on .. 
or before the Ist day. of May, 1915, but | 
thereafter shall be made on or before. the. 
lst day of Mar. in each year, and if not so . 
made, applications thereafter received shall ` 
be treated as, and be subject to the same © 
fees provided for, original registrations. ` 

Publication. .Sec. 16. The Com. shall,’’ 
at least twice during each year, publish — 
in the State paper a list. of the then. 
registered dealers, and of their registered. ` 
agents or salesmen, and shall also at ary | 
time, on request by mail or otherwise, irte 
form any inquirer as to whether or not ang; 
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individual, partnership, Corp. or Asso. is 
registered either as dealer, agent or sales- 
man. 

Production of Registration Certifi- 
cates. Sec. 17. Any dealer may, and any 
person named in a registration certificate 
as above provided may, in behalf of any 
dealer, sell, offer for sale or invite offers 
for or inquiries about securities in this 
State, but shall at all times when so en- 
gaged carry with him the registration cer- 
tificate, or a copy thereof, certified by the 
Com., which shall at any time be shown to 
any prospective customer upon request. No 
dealer, agent or salesman shall advertise 
publicly the fact of his registration, or use 
such fact or the registration certificate, in 
connection with any sale or effort to sell 
securities, except by statement of the fact 
or by exhibiting the certificate or a certified 
copy thereof. — 

Commissioner’s Authority to Investi- 
gate or to Require Information. Sec. .18 
The Com. may at any time require a dealer 
to file with him a list of the securities 
which he has offered for sale or advertised 
within the preceding 6 months, or which he 
is at the time offering for sale or advertis- 
ing, or any portion thereof; and may re- 
quire the filing of statements of assets or 
earnings, or any other facts he may deem 
pertinent in relation to any of the securi- 
ties offered or to be offered by the dealer, 
or the Assos. or Corps. issuing them; and 
may require the filing of copies of any or 
all printed or otherwise reduplicated cir- 
culars or printed advertisements relating 
to securities which the dealer has within 6 
months offered for sale or which the dealer 
shall thereafter offer for sale; and, there- 
upon, unless satisfied that all such offer- 
ings of the dealer have been and are to be 
made honestly and in good faith, and with 
disclosure of pertinent facts sufficient to 
enable intending purchasers to form a judg- 
ment of the nature and value of the securi- 
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-ties, and without intent to deceive or de- 


fraud, may prohibit the dealer from sell- 

ing or offering the securities, or any of 

them, or in any way advertising them. 
Revocation or Suspension of Regis- 


tration. Src. 19. The Com. may, unless 


furnished with satisfactory evidence as pro- 
vided in the preceding Sec., or in case of 
violation of any provision of this act, or 
in case of dishonesty, deceitful or fraudu- 
lent conduct on the part of the dealer in 
connection with the carrying on of the 
business, revoke the dealer’s registration, 
and may, having reasonable cause to be- 
lieve that the dealer may have been guilty 
of violation of the provisions of this act, 
or of dishonest, deceitful or fraudulent 
conduct in connection with the carrying on 
of the business, suspend the dealer’s regis- 
tration until satisfied to. the contrary. In 
either case, the dealer shall not be regarded 
as registered under the provisions of this 
act, until restored to registration by the 
Com., either on ‘his:own initiative or upon 
order of court as hereinafter provided. 

The revocation or suspension of the deal- 
er’s registration shall constitute a revoca- 
tion or suspension of the registration of 
any agent or salesman of the dealer. 

Sec. 20. The Com. may, in case of viola- 
tion of any provision of this act, or in case 
of dishonest, deceitful or fraudulent con- 
duct, on the part of any agent or salesman 
in connection with the business, revoke the 
agent’s or salesman’s registration; and may, 
having reasonable cause to believe that the 
agent or salesman may have been guilty of 
violation of the provisions of this act, or 
dishonest, deceitful or fraudulent conduct 
in connection with the business, suspend 
the agent’s or salesman’s registration until 
satisfied to the contrary. In either case, the 
agent or salesman shall not be regarded as 
registered -under the provisions of this 
act, until. restored to registration by the 
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Com., either on his own initiative or upon 
order of court as hereinafter provided. 

In case of suspension or revocation of 
registration, all certificates shall at once be 
surrendered to the Com. upon his request. 

Service of Notice. Sec. 21. Notice of 
any requirement or decision of the Com. 
shall be sufficient if sent by mail addressed 
to the dealer, agent or salesman, as the case 
may be, at the address designated in the 
application for registration. 

Appeals. Sec. 22. Appeals may be 
taken by any person aggrieved by any deci- 
sion of the Com., to the supreme judicial 
court, by petition addressed to that court, 
stating the decision complained of. Upon 
such petition, citation shall be isstied to the 
Com., who shall file an answer to the peti- 
tions, stating therein his reasons for the 
decision. The court may, in its discretion, 
after hearing the Com., or his representa- 
tive, suspend the order of the Com., pend- 
ing the determination of the petition upon 
its merits, and may, after final hearing 
thereon, make such decree in connection 
with the matter complained of as justice 
may require. The court shall make provi- 
sion for summary hearing and determina- 
tion of such petitions so far as in its dis- 
cretion seems desirable. 

Penalties. Sec. 23. Any dealer or any 
person violating any provision of this 
act, or knowingly filing with the Com. or 
furnishing to him any false or misleading 
statements or information, shall be punish- 
able upon conviction thereof by a fine of 
not more than $1,000, or by imprisonment 
for not more than 60 days, or by both such 
fine and imprisonment, and municipal and 
police courts shall have original and con- 
current jurisdiction with the supreme judi- 
cial and superior courts. The foregoing 
penalties shall be in addition to, and not a 
substitute for, any civil or criminal liability 
now or hereafter existing. The Bk. Comr. 
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is authorized to appoint an examiner who 
shall, under his direction, have charge of 
the enforcement of the provisions of secs. 
11 to 23, both inclusive, and make any 
necessary investigations thereunder; the 
amount of his compensation to be subject 
to the approval of the governor and coun- 
cil. The salary and traveling expenses of 
such examiner and all expenses of admin- — 
istration and enforcement of secs. 11 to 23, 
both inclusive, shall be paid out of the 
registration fees received from dealers in 
securities.’ 


NoTE.— As to the sale of bonds, mort- 
gages, notes or other choses in action of © 
foreign investment companies see Revised 
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MASSACHUSETTS. 
Acts 1911, Chap. 492. 


Secriow I. An officer of 4 mining Corp. 
who makes a false statement, knowing the 
same to be false, in an application to any 
stock exchange to list the shares of such 
Corp. shall be punished by a fine not ex- 
ceeding $500, or by imprisonment for not 
more than 2 years. 

Sec. 2. No officer, agent, clerk or serv- 
ant of a mifting Corp., nor any person 
dealing in the shares of such Corp. shall 
cause to be published any advertisement of 
the shares of such Corp. in which any 
statement is made of the value of the 
property of the Corp., or of its present or 

rospective earnings, or of a prospective 
increase in the price of the shares. unless 
the Pres. and a majority of the directors 
of such Corp., within 60 days prior to the 
date of the publication of such advertise- 
ment, shalt have filed with the Comr. of 
Corps., in such form as he shall prescribe, 
a statement under oath of the financial 
condition of the Corp., a full description 
of its property, and a statement of the 
earnings, if any, from the operation of 
the same for the fiscal year next preceding 
the date of the filing of the said statement. 

Sec. 3. Whoever, having caused the pub- 
lication of such an advertisement, or being 
a promoter, officer, clerk or servant of a 
mining Corp., or a broker or agent for 
such a Corp. or for such a promoter, or 
for the person or Corp. causing the publi- 
cation of such an advertisement, sells or 
offers for sale any shares of stock in such 
Corp. knowing that any statement in such 
advertisement is false or is inconsistent 
with a statement filed under the provi- 
Sions of Sec. 2 of this act, shall be pun- 
ished by a fine of not more than $500 or 
by imprisonment for not more than 2 years. 

Sec. 4. Whoever violates the provisions 
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of Sec. 2 of this act shall be punished by 
a fine of not more than $200 or by im- 
prisonment for not more than one year; 
and an officer or director of a mining 
Corp. who signs any false statement filed 
with the Comr. of Corps. under the pro- 
visions of said Sec., knowing such state- 
ment to be false, shall be punished by a 
fine of not more than $1,000 or by im- 
prisonment for not more than 2 years. 
(Approved May 27, 1911.) 


(NoteE.—So also a C’t’f must he filed 
with the Comr. of Corps., etc., before se- 
curities of any correspondence school can 
be sold. See Acts 1914, Chap. 658. 

Any Corp. selling securities of any kind 
on the partial payment plan, unless said 
securities at time of issuance are ade- 
quately secured, comes within the provi- 
sions of L. 1904, Chap. 427.) 


Blue Sky Laws. MIOHIGAN 


MICHIGAN. 


As amended 1915 Session of Legislature. 


Revised Rules and Regulations of the Michigan Secur- 
ities Commission. 


I. Exemptions. 


1. This law does not affect the sale of the 
following: (Sec. 3) 

(a) Securities of the U. S., or any 
foreign Gov't, or of any State 
or Ter. thereof, or of any 
county, cit township, Dist. or 
other public taxing Subd. of 
any State or Ter. of the U. S., 
or any foreign Gov’t. 

(b) Unsecured commercial paper. 

(c) Securities of public or quasi 
public Corps., the issue of 
which securities are regulated 
by the Mich. R. R. Com. or by 
a public service Com. or board 
of equal authority of any State 
or Ter. of the U. S. or se- 
curities senior thereto. 

(d) Securities of State or Nat. 
banks or Tr. Cos., or Bldg. and 
Loan Assos. of this State. 

(e) Securities of any domestic Corp. 
organized without capital stock 
and not for pecuniary gain, or 
exclusively for educational, 
benevolent, charitable or re- 
formatory purposes. 

(f) Mtgs. upon real and personal 
property situated within this 
State where the entire Mtg. is 
sold and transferred with the 
note or notes secured by such 


Mtgs. 

(g) Stock issued to original sub- 
scribers except for promotion, 
and increase of stock sold and 
issued to stockholders, also 
stock dividends. 
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(h) Securities which are listed in 
any ‘standagd manual of infor- 
mation approved by said com- 
mission. 

(i) All stock, bonds and securities. 
approved by the Mich. Secur. 
Com, created by» Act No. 143. 
of the Public Acts of 1913. 

2. The Commission has‘on file and until 
further notice will not démand the 
filing of statements and will permit 
the sale of securities listed by: 

A. The Standard Statistics Bureau’s 
Daily Bond Service. 

B. The Standard Statistics Bureau’s 
Daily Stock Service. 

C. Poor’s Manual of Railroads. 

D. Poor’s Manual of Public Util- 
ities. 

E. Poor’s Manual of Industrials. 

F, Moody’s Manual of R. Rs. and 
Corp. Securities. 

G. Mich. Manual of Corporation 

Statistics. 

H. Annual Financial Review — 

Canadian. 

I. Supplements to any of the above 
manuals. 


The Com., however, reserves the right at 
its diseretion to exclude, at any time, any 
information contained in the foregoing, not 
otherwise. exempt, and to demand such ad- 

E ditional information and proof as it may 
Si deem necessary. (Sec. 3.) 
| Should the Com. at any time be informed 
4 that any Co. listed in the above manuals 
E and claiming exemption thereby, is selling 
p or' offering for sale any new ‘issue of stock, 
| bonds or other securities or any part of 
Ly existing unissued securities, this Com. may 
| exercise its right to exclude the statement 
i of such Co. and it will be necessary for 
| such Co. to discontinue selling or offering 
for sale any of ifs securities until it has 
| made application to the:Com. for the sale 
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of the same, and complied with all of the 

provisions of Act No. 46, Public Acts of 

IQI5. 

3. It is hereby understood that the ex- 
emptions provided for under the pro- 
visions of Rule 3 shall only be for the 
purpose to facilitate dealing in such 
exempt securities by dealers and 
agents duly registered with the Mich. 
Secur. Com., and the benefit of such 
exemptions shall not apply to dealers 
or agents not registered with the Com. 


II — INVESTMENT COMPANIES. 


Domestic and Foreign. (Sec. 2.) 

The following requirements must be met 
by..Inv. Cos. before selling or offering for 
sale any of its stock, bonds, or other securi- 
ties :: within this State. The designation 
“ investment: Companies” is a general term 
and embraces: all Corps., co-partnerships, 
Cos. and Assos. (Sec. 2.) 

4. Application to sell securities must be 
made on blanks furnished by the 
Com. In additoin to the information 
demanded in the application form 
there must be attached thereto the 
several exhibits and statements called 
for in the same. All documents so 
attached must, whenever practicable, 
conform in'size to that of the applica- 
tion and be attached consecutively in 
the order as requested. Such addi- 
tional information as the Com. may 
require must also accompany the ap- 
plication. (Sec. 4.) 

5. Filing fee. Minimum fee $10.00, max- 
imum fee $100.00. Computed at rate 
of 1/10 of 1% of face value of all 
unsold securities. (Sec. 4.) Under 
an opinion of the Atty. Gen. filing fee 
is demanded on the basis of all unsold 
securities, covered in the application, 
irrespective of the amount intended 
to be sold in this State, for in judging 
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the merits of any application the 
Com. must consider the probable value 
of all securities which might be sold 
at any time or place. When it is 
contemplated or probable that the 
owners of issued securities shall offer 
for sale such securities in the course 
of continued and successive transac- 
tions of a similar nature a filing fee 
upon the entire issue must be paid. 
Payment of fee on this basis will also 
obviate the necessity of expensive ex- 
aminations by the Com. to ascertain 
the exact amount of securities sold. 


. Foreign Inv. Cos. must file consent to 


suits by service on the Comr. of the 
Bk. Dept. (Sec. 6.) (Blank forms 
supplied by the Com.) 


. Lf in the judgment of the Com. it is 


necessary to make an examination of 
any Inv. Co., such Co. will be so 
notified. The Com. will render a 
statement of the estimated cost of 
such examination and the amount so 
estimated must be remitted in advance 
to the Com. Where estimate exceeds 
the actual cost of examination the 
balance will be returned. 


. No application will be considered unless 


accompanied by correct filing fee as 
above provided; nor until such appli- 
cation is complete with all papers de- 
manded filed therewith. 


. The Commission at its meetings will 


not consider an application unless 
complete and filed at least 24 hours 
before such meeting. (Sec. 1. 


. Upon receipt of any application by any 


Inv. Co., the Sec. will notify such 
applicant by mail of the date of the 
next meeting of the Secur’s Com. and 
said applicant may appear and be 
heard either in person or by counsel 
at such meeting, or at any meeting to 
which hearing upon such application 
may be adjourned. 
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11. No Inv. Co. should, either in its pro- 
spectus, its advertising, or in soliciting 
sale of its stock or other securities, 
use, for the purpose of making such 
sales, the fact that permission to sell 
such securities has been given by this 
Com. In case the fact that said Com. 
has approved such security is printed 
in any circular, pamphlet, or news- 
paper, the words “The Commission 
does not recommend the purchase of 
this security ” shall be printed in type 
two sizes larges than the type in 
which the statement of fact that such 
security has been approved by said 
Com. appears. (Sec. 9.) 

12. Notices of disapproval of any securities 
submitted to the Com. will be sent by 
Reg. mail within 30 days after final 
filing of all papers and documents de- 
manded. In case of disapproval filing 
fees will not be returned. 

13. Authorized agents must be registered. 
Fee $3.00 each. (Sec. 11.) Registra- 
tion is not transferable. The Com. 
will issue licenses to all registered 
agents under the provisions of Act 
No. 143, of the Public Act of 1913 
upon the payment of the sum of 25 
cents. (Sec. 11.) 

(Special blanks are furnished by 
Com.) 

14. Annual statements must be filed during 
Jan., on special blanks furnished by 
the Com., together with filing fee of 
$1.00. (Sec. 21.) 


III — DEALERS. 


15. Registration must be made upon blanks 
furnished by the Com. and dealer 
must give «all information required 
thereon. This registration is not tran: - 
ferable. The Com. will issue a license 
to each dealer registered under the 
provisions of Act No. 143, of the 
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Public Acts of 1913, upon the pay- 
ment of the sum of $1.00 (Sec. Ir.) 
16. Fee of $50.00 must accompany dealers 
registration. 
(Only payable once.) (Sec. 11.) 
17. Agents of dealers must be registered, 
fee for each agent being $3.00. This 
registration is not transferable. (Sec. 


II.) 

18. Non-resident dealers must file duly au- 
thenticated appointment of Com. of 
the Bk. Dept. as his, or its agent upon 
whom pfocess or pleading may be 
served. (Sec. rf.) 

19. All dealers, before offering or selling 
any securities not exempt under the 
provisions of Sec. 11 (Exemptions) 
of this bulletin, must submit the same 
to the Com. under the same provisions 
as provided for Inv. Cos. (Sec. 15.) 


IV — MISCELLANEOUS. 


20. For penalties for violation of law see 
Sec. 23. 

21. Transcripts of any information on file 
in the office of the Com. shall be fur- 
nished at 12 cents per folio, that being 
approximately the cost of preparing 
the same. Certified copies can be had 
at a cost of 20 cents per folto. The 
minimum charge for any papers certi- 
fied to shail be so cents. Certifted 
coptes will be recetved m evidence in 
all courts of this State. 

22. Regular meetings of the Mich. Sec’t’s 
Com. will be held at its offices in the 
Capitol, at Lansing, Mich., on each 
Friday at 9 o'clock A. M. No appli- 
cation will be considered unless com- 
plete and filed by 9 o’clock A. M. of 
the preceding day. 

23. Special meetings shall be held at the 
same place upon the call of the Chair- 
man of the Mich. Sec’t’s Com. 
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“Blue Sky Law.” 


Securities Commission. Sec. 1. There 
is hereby created a commission to be known 
as the Michigan Secruities Commission and 
hereafter called in this act “the commis- 
sion,’ whose duty it shall be to administer 
and provide for the enforcement of all the 
Provisions of this act. Said Com. shall 
consist of the Com’r of the State Bk. Dept. 
who shall be Pres. thereof; the State 
Treas. and the Atty. Gen., all of whom shall 
be members of said Com. during their re- 
spective terms of office and any 2 of whom 
shall constitute a quorum. The said Com. 
shall succeed the Mich. Sec’t’s Com. created 
by act 143 of the Public Acts of 1913, and 
as such successors shall receive all of the 
files, papers and property of said Mich. 
Sec’t’s Com. created by said act 143 of the 
Public Acts of 1913. All proceedings pend- 
ing before said Mich. Sec’t’s Com. created 
by said act 143 of the Public Acts of 1913 
shall be continued by the Com. created by 
this act; all actions, civil and criminal, 
pending ‘under said act 143 of the Public 
Acts of 1913 shall be continued and com- 
pleted thereunder. Said Com. shall have its 
office in the capitol in Lansing, in rooms 
to be provided by the Board of State 
Auditors, and all of its records shall be 
there kept. It shall hold a regular meeting 
on the first Friday of each month and may 
hold special meetings upon the call of the 
Pres, * * * It shall make such rules and 
regulations as may be necessary to carry 
out the provisions of this act and may pre- 
pare all necessary blanks to be used in its 
Proceedings and in the conduct of its 
business. 

Domestic Invest. Cos. Sec. 2. Every 
person, Corp., co-partnership, Co., or Asso. 
(except those exempt under the provisions 
of this act) organized, or which shall here- 
after he organized in this State. whether 
incorporated or unincorporated, which shall 
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either himself, themselves or itself, or by 
or through others, sell or negotiate for the 
sale of any stocks, bonds or other ‘Securities 
issued by him, them or it within Mich., 
shall be known for the purposes of this 
act as a domestic investment Co. Every 
such person, Corp., co-partnership, or Asso. 
resident of or organized i in any other State, 
Ter. or Gov’t, shall be known for the pur- 
po of this act as a foreign investment 
O 

Exemptions, Sec. 3. The provisions of 
this act shall not apply to (a) securitiės of 
the U. S., or any foreign Gov't, or of any 
State or Ter. thereof, or of an coynty, 
city, township, Dist. or other public Gn taxing 
Subd. of any State or Ter. of the U. S., 
or of any foreign Gov't; (b) unsecured 
commercial paper; (c) securities of public 
or quasi public Corps., the isste of which 
securities are regulated by the Mich. R. R. 
Com. or by a public service Com. or board 
of equal authority of any State or Ter. 
of the U. S. or securities senior thereto; 
(d) securities of State or Nat. Banks or 
Tr. Cos., or Bldg. and Loan Assos. of this 
State; (e) securities of any domestic Corp. 
organized without capital stock and not for 
pecuniary gain, or exclusively for educa- 
tional, benevolent, charitable or reforma- 
tory purposes; (f) Mtgs. upon real and 
personal property situated within this State 
where the entire Mtg. is sold and trans- 
ferred with the note or notes secured by 
such Mtgs.: (g) increase of stock sold 
and issued. to stockholders, also stock 
dividends: (h) a which are listed 
in any standard manual of information ap- 
proved by said Com.: Provided, however, 
That said Com. shall have the power to 
call for additional and further informa- 
tion than that contained in such manuals 
with reference to any securities listed 
therein, and may, pending the filing of 
such information, suspend the sale of such 
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securities, and also suspend, either tem- 
porarily or permanently, the sale of any 
securities listed in such manuals after a 
hearing upon notice to the issuer of such 
securities if said Com. shall find that the 
sale of such securities would work a fraud 
upon the purchasers thereof; (i) all stocks, 
bonds and securities approved by the Mich. 
Sec’t’s Com. created by act 143 of the Pub- 
lic Acts of 1913. 


Conditions of sale of stock, etc. Sec. 
4. Before selling, offering for sale, taking 
subscriptions for, or negotiating for the 
sale in any manner whatever in this State, 
any stocks, bonds or other securities of its 
own issue, every Inv. Co., domestic or 
foreign, shall file in the office of the Com. 
a statement showing in full detail the plan 
upon which it proposes to transact busi- 
ness; a copy of all contracts, stocks, bonds 
or other instruments which it proposes to 
make with, or sell to, its contributors or 
customers, together with. a copy of its 
Prospectus, and of the proposed advertise- 
ments of its sale of stocks, bonds, or other 
securities which statement shall also show 
the name and location and main office of 
the Inv. Co.; the names and addresses of 
its officers, and an itemized account of its 
financial condition and the amount of its 
assets and liabilities, and such other in- 
formation touching its conditions and 
affairs as the Com. may require. If such 
ny. Co. shall be a co-partnership or an 
unincorporated Asso. it shall also file with 

e Com. a copy of its Arts. of co-partner- 
ship or Asso., and all other papers pertain- 
Ing to its organization. If it be a Corp. or- 
| Sanized under the laws of Mich. it shall 
also file with the Com. a copy of its Arts. of 
incorporation, constitution and by-laws, and 
all other papers pertaining to its organiza- 
tion. If it shall be an Inv. Co. organized 
under the laws of any other State, Ter. or 
Gov't, incorporated or unincorporated, it 
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shall also file with the Com. a copy of the 
laws of the State, Ter. or Govt under 
which it exists or is incorporated, and also 
a copy of its charter and the C’t’f of the 

roper officer of such State showing that 
it is authorized to transact business there; 
and also copies of its constitution and 
by-laws, and all amendments of any of the 
above mentioned instruments which have 
been made, and all other papers pertaining 
to its organization. It shall also pay a 
filing fee of 1/10 of 1% upon the face value 
of the securities for the sale of which ap- 
plication is made: Provided, however, 
That such filing fee shall not be more than 
$100.00, nor less than $10.00. 

How papers verified. Sec. 5. All of 
the above described papers shall be verified 
by the oath of a member of the co-partner- 
ship or Co., if it be a co-partnership or 
Co., and by the oath of a duly authorized 
officer, if it be a Corp. or an unincorporated 
Asso. All such papers, however, as are 
recorded or are on file in any public office 
shall be further certified by the officer of 
whose records or archives they form a part, 
as being correct copies of such records or 
archives. 

Consent to suits. Src. 6. Every foreign 
Inv. Co. before offering for sale any of its 
stocks, bonds or other securities tn this 
State shall also file its irrevocable written 
consent that suits and actions may be com- 
menced against it in the proper court of 
any county in this State in which a cause 
of action may arise or in which the plain- 
tiff may reside, by the service of any pro- 
cess or pleadings authorized by the laws 
of this State, on the Com’r of the State Bk. 
Dept., said consent stipulating and agree- 
ing that such service of such process or 
pleadings on such Com’r shall be taken and 
held in all courts to be as valid and binding 
as if due service had been made upon the 
Co. itself, and said instrument containing 
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sach consent shall be authenticated by the 
seal of said foreign Inv. Co., and by the 
acknowledged signature of a member of the 
co-partnership or Co.,, if it be a co-partner- 
ship or Co., or by the acknowledged sig- 
nature of the Pres. and Sec. of the incor- 
porated or unincorporated Asso., if it be 
an incorporated or unincorporated Asso., 
and shall in such case be accompanied by 
a duly certified copy of the resolution of 
the board of directors, trustees or managers 
of the Corp. or Asso., authorizing the Sec. 
and Pres. to execute the same. In case any 
process or pleadings mentioned in this act 
are served upon the Com’r of the State 
Bk. Dept., it shall be by duplicate copies, 
one of which shall be filed in the office 
of the Mich, Sec’t’s Com. and another im- 
mediately forwarded by Reg. mail to the 
head office of the person or Corn. against 
which said process or pleadings are di- 
rected. 

Hearing on application. Sec. 7. Said 
application shall be heard by the said Com. 
at the next regular meeting after said 
application is filed (providing such filing 
shall precede such monthly meeting by 24 
hours), or at a special or adjourned meet- 
ing of said Com., but if such application 
is heard at a special or adjourned meeting 
of said Com. the Sec. shall give such ap- 
plicant at least 2 days’ notice of such hear- 
ing. Said Com. may have power to adjourn 
such hearings upon such applications from 
ay to day or from time to time. 

Further information may be demanded. 
Sec. 8. The said Com. shall have power to 
demand from any Inv. Co. seeking to come 
under the provisions of this act any further 
information other than such Inv. Co. is re- 
quired to furnish under the provisions of 

is act which shall be necessary to the 
end that the Com. may be put in posses- 
sion of all facts and information necessary 
to qualify it to properly pass upon all ques- l 
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tions that may come before it. It may 
make or have made under its direction a 
detailed examination of such Inv. Co.’s 
property, business and affairs, which ex- 
amination shall be at the expense of such 
Inv. Co. It may cause an appraisal to 
be made, at the expense of said Inv. Co., 
of the property of said Inv. Co., including 
the value of patents, good will, promotion 
and intangible assets, and it may fix the 
amount of stocks, bonds and securities that 
shall be issued by any Corp., foreign or 
domestic, in payment for property, patents, 
good will, promotion and intangible assets 
at the value it shall find the same to be 
worth and may require that such stocks 
and securities so issued for such property, 
patents, good will, promotion and intangible 
assets shall be deposited in escrow under 
such terms as said Com. may prescribe. 
And said Com. may withhold its license to 
sell such stocks, bonds and securities if 
such Corp. has issued stocks, bonds and 
securities in payment for property, patents, 
good will, promotion and intangible assets 
in excess of their value as found by said 
Com. or if said stocks, bonds and securities 
are not deposited in escrow according to 
the terms fixed by such Com. until such 
stocks, bonds and securities issued in pay- 
ment for property, patents, good will, pro- 
motion and intangible assets in excess of 
the value so found by said Com. have been 
surrendered to such Corp. and cancelled 
by it, and until the said stock has been de- 
posited in escrow under the terms pre- 
scribed by said Com. 

Examination of statements, etc., filed. 
Sec. 9. It shall be the duty of said Com. 
to examine the statements and documents 
filed in its office by an Inv. Co. and the 
reports of any investigation conducted un- 
der the direction of said Com. and to hear 
such applicant and it shall have power to 
examine under oath any person interested 
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or connected with such Inv. Co, and if 

said Com. finds that the proposed plan of 
business of said Inv. Co., or that its pro- 
posed contracts, stocks, bonds or other se- 
curities are fraudulent or are of such a 
nature that the sale of such contracts, 
stocks, bonds or other securities would in 
the opinion of said Com. work a fraud 
upon the purchaser, then said Com. shall 
disapprove the sale of such pronosed con- 
tracts, stocks, bonds or other securities and 
shall notify such Inv. Co. by Reg. mail 
of its findings and disapproval, and it shall 
be unlawful for such Co. to do any busi- 
ness in the way of selling, offering for sale, 
taking subscriptions for, or negotiating for 
the sale in any manner whatever of any 
such contracts, stocks, bonds and other se- 
curities in this State; and said contracts, 
,8tocks, bonds and other securities shall 
not be sold in this State. If, however, said 
Com. shall not find that the proposed plan 
of business of said Inv. Co. or that its 
Proposed contracts, stocks, bonds or other 
securities are fraudulent or are of such a 
nature that the sale of such contracts, 
stocks, bonds or other securities would in 
the opinion of said Com. work a fraud upon 
the purchaser thereof, then it shall approve 
the sale of such stocks in the State of 
Mich. and issue its C’t’f in substantially 
the following language: 


“This is to certify that the site ware ei 
as this date been given permission to 
sell $...... of its....... aire PETTE cae 


(stocks, bonds or securities. ) 
within the State of Michigan. The Com- 
mission does not recommend the purchase 
of os security. 

COO hive mn ou gant 


(SEAL) sn. ae be kake Se 


Secretary.” 
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The words “The commission does not 
recommend the purchase of this security” 
shall be printed in type two sizes larger 
than any other part of said C’t’f, and in 
case said C’t’f or the fact that said Com. 
has arprovee said security is printed or 
published in any circular, pamphlet or 
newspaper, the words “The commission 
does not recommend the purchase of this 
security ” shall be printed in type two sizes 
larger than the type in which the statement 
of fact that such security has been ap- 
proved by said Com. appears. 

Who deemed “ Dealer.” Sec. ro. Any 
person, firm, co-partnership, Corp. or Asso. 
whether domestic or foreign, not the 
issuer, who shall in this State sell or offer 
for sale any of the stocks, bonds or other 
securities issued by any foreign or domestic 
Inv. Co., except the securities specifically 
exempted in this act, or who shall by ad- 
vertisement or otherwise profess to engage 
in the business of selling or offering for 
sale such securities, shall be deemed to be 
a “dealer” in such securities within the 
meaning of this act, and no dealer within 
the meaning of this act shall sell or offer 
for sale any such securities or profess the 
business of selling or offering for sale 
such securities unless and until he shall 
have filed a list of the same in the office - 
of the Mich. Sec’t’s Com. as in this act 
provided. The term “ dealer” shall not in- 
clude an owner not issuer, of such secur- 
ities so owned him when such sale is 
not made in the course of continued and 
successive transactions of a similar nature, 
nor one who in a trust capacity created 
by law lawfully sells any securities em- 
braced within such trust. | 

Dealer to register with commission. 
Sec. rr. Any dealer desiring to sell or 
offer for sale within this State any stocks. 
bonds or other securities not exempted 
under the terms of this act, shall first reg- 
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‘ister with the Mich. Sec’t’s Com. and shall 
furnish said Com., upon oath, in such form 
as the Com. shall prescribe, the following 
information, to-wit: The dealer’s name, 
residence and business address, the general 
character of the securities to be dealt in, 
the place or places where the business is to 
be conducted within this State, and where 
the business in this State is not to be 
conducted by the dealer in person, then 
the names and addresses of all the persons 
in charge thereof. Said dealer shall pay 
to the Com. a fee of $50 and shall furnish 
said Com. with such other information in 
addition to that above specified as said Com. 
shall deem necessary in order to thoroughly 
acquaint such Com. with the character of 
the business of said dealer. All authorized 
agents of any dealer shall be registered 
with the Com. and the name of any agent 
shall be stricken from the register by the 
Com. upon the written request of the dealer 
and additional agents may be registered 
by the Com. upon like request of the 
dealer: Provided, That no agent shall act 
as such until his name and address shall 
be registered with the Com. If the dealer 
shall be a non-resident of this State or a 
Corp. other than a domestic Corp., he 
shall at the time he registers with the Com., 
file with the Com. a written duly authenti- 
cated appointment of the Com’r of the State 
Bk. Dept. of this State as his or its agent 
in Mich. upon whom process or pleadings 
may be served for and on behalf of the 
dealer, which appointment shall be irre- 
vocable. Upon compliance by such dealer 
with the provisions of this act the said 
Com. shall issue to such dealer a license 
under the seal of said Com. and signed by 
the Sec. thereof, which said license shall 
be good until revoked by said Com. for 
good cause upon notice to such dealer and 
a hearing duly had: Provided further, 
That said Com. shall issue the license pro- 
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vided for in this Sec. to each dealer regis- 
tered under act 143 of the Public Acts of 
1913 upon the payment to. said Com. of 
the sum of.$1, and shall also issue licenses 
under the terms of this. act and upon the 
payment of the sum of 25 cents to such 
agents as were registered under the. pro- 
visions of said act number 143 of the Pub- 
lic Acts of 1913. 

Agents fees. Sec. 12. In addition to the 
filing and examination fees herein pro- 
vided for to be paid by Inv. Cos. and deal- 
ers, there shall be charged and collected 
by said Com. a fee of $3 for the registra- 
tion and authorization of each agent of any 
such Inv. Co. or dealer * * *, 

Accounts of companies. Sec. 13. Gen- 
eral accounts: of every Inv. Co., domestic 
or foreign, shall be kept in a businesslike 
and intelligent manner and in sufficient de- 
tail that ‘said Com. can ascertain at any 
time its financial condition and the books 
of accounts shall at all times during busi- 
ness hours, except on Sundays and legal 
holidays, be open to stockholders and in- 
vestors in said Co., and the said Com., or > 
its duly authorized representatives, and 
all such Inv. Cos.. shall be subject to ex- ° 
amination by said Com. or any member 
thereof, or the clerks, accountants or ex-: 
aminers thereof, at any time said Com. 
shall deem it advisable, and in the samnie 
manner as is now provided for the ex- 
amination of State banks, and such Inv. 
Co. shall pay a fee for each of stich ex ` 
aminations of not to exceed $7.00 for each 
day or fraction thereof that any member 
of said Com., clerk, accountant or examiner 
is absent from the capitol buitding for the 
purpose of making such examination and 
shall also pay the actual traveling and hotel 
expenses of the person or persons making 
such examination and the failure or re- 
fusa! of any Inv. Co. to pay such fees, upon 
demand of such Com., clerk, accountant for 
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examiner, while making such examination 
shall work a forfeiture of the right of such 
Inv. Co. to sell or offer for sale any of 
its contracts, stocks, bonds or other secur- 
ities in this State. In case of a prelim- 
inary examination of any Inv. Co. by said 
Com. for the purpose of the ascertain- 
ment by said Com. as to whether said Co. 
shall be permitted to come under the pro- 
visions of this act, the fee for such ex- 
amination shall be the same as in this Sec. 
provided, and in case it shall be made to 
appear to the Com. from the examination 
of said Inv. Co. after said Inv. Co. has 
been authorized to sell its stocks, bonds and 
securities that the further sale of said 
stocks, bonds and other securities would 
work a fraud upon the purchaser, then said 
Com. may make an order revoking the li- 
cense of said Inv. Co. to sell its stocks, 
bonds and securities upon notice duly given 
and a hearing duly had and may, pending 
such hearing, suspend the right of said Inv. 
Co. to sell its stocks, bonds and securities. 

Unlawful sales. Sec. 14. It shall be 
unlawful for any Inv. Co. or dealer, or 
representative thereof, either directly or 
indirectly, to sell or cause to be sold, offer 
for sale, take subscriptions for, or negotiate 
for the sale in any manner whatever in 
this State, any stocks, bonds or other secur- 
ities (except as expressly exempted 
herein), unless and until said Com. has 
approved thereof and issued its C’t’f in ac- 
cordance with the provisions of this act, 
nor shall it be lawful for any such Inv. 
Co. to transact business on any other plan 
than that set forth in the statements and 
papers required to be filed by virtue of the 
provisions of this act or the rules of the 
Com. It shall be unlawful for any Inv. 
Co. or dealer, or its or his agents, to issue, 
circulate or deliver any advertisement, 
pamphlet, circular, prospectus, or other 
document in regard to its stocks, bonds or 
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other securities in Mich. differing in ary. 
way from the copy filed with said Com. 
as provided by this act. lt shall be un- 
lawful for any newspaper published in 
Mich. to advertise the sale of any stocks, 
bonds or securities which have not been 
approved by said Com. or which are not 
exempt under the provisions of this act. 
Unlawful sales by dealers. Sec. 15. No. 
dealer within the meaning of this act shall 
sell or offer for sale within this State any 
of the stocks, bonds or other securities of 
any Inv. Co. unless such Inv. Co. shati 
have fully complied with all the provisions 
of this act, nor until said dealer shalf 
have registered with the Com., under the 
terms of this act: Provided, however, 
That should any dealer desire to sell or 
offer for sale within this State the stocks, 
bonds or other securities of an Inv. Co., 
which has not itself complied with the 
provisions of this act, said dealer shall 
make application to the said Com. for li- 
cense as hereinbefore provided for appli- 


‘cations by Inv. Cos. and shall pay the same 


fee required to be paid by said Inv. Co. 
Information to be public. Sec. 16. Alf 
information obtained by the Com. with 
reference to any securities and all records 
of the Com. relating thereto shall be open 
to examination by the public, and it shall 
be the duty of the Com. to preserve such 
information, and so classify and arrange it 
as to facilitate examination. The Com. 
may from time to time issue in pamphlet 
form, or by means of newspaper advertise- 
ments or otherwise, any and afl informa- 
tion regarding any and all contracts, stocks, 
bonds or other securities sold or offered for 
sale within this State which it deems would 
be of public interest or advantage. * * * 
Laws not affected. Sec. 17. Nothing 
in this act shall be construed to repeal or 
modify any laws giving the State Bk. Dept. 
of this State control of and supervision 
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over State banks and the business of Bkg. 
in this State, nor shall any part of this 
act be construed to repeal or modify laws 
giving the Com’r of Ins. of this State con- 
trol of and supervision over the business of 
Ins. in this State, and those engaged 
. therein. 

~ Seal of commission. Sec. 18. The 

Com. shall adopt a seal with the words 
‘ Michigan Securities Commission” and 
such design as the Com. may prescribe, 
engraved thereon, by which it shall authen- 
ticate its proceedings. Copies of all records 
and papers in the office of the Com. certi- 
fied by the Sec. thereof and authenticated 
by the seal of said Mich. Sec’t’s Com. shall 
be received in evidence in all courts equally 
and with like effect as the originals. 

False statements or entries. SEC. 10. 
Any person who shall knowingly or wil- 
fully subscribe to or make or cause to be 
made any false statement or false entry 
in any book of any Inv. Co., or who shall 
exhibit any false paper with the intention 
or for the purpose of deceiving any person 
authorized to examine into the affairs of 
said Inv. Co. or shall make or publish any 
false statement of the financial condition 
of said Inv. Co. or false statement relating 
to the contracts, stocks, bonds, or other 
securities by it issued and offered for sale, 
shall be deemed guilty of a misdemeanor 
and shall be punished as- hereinafter pro- 
vided. 

Commission to furnish information. 
Sec. 20. The Com. shalt provide for the 
furnishing to those who may apply there- 
for, of any information regarding any Inv. 
Co. or its affairs, which is on file in its 
office, said Com. to charge therefor ap- 
proximately the cost of preparing such 
information. * * * The members of the 
Com. shall perform the duties imposed upon 
them and each of them, by the terms of 
this act, without other compensation than 
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the :salaries :paid them by the State, but 
they shall be entitled to:receive their:actual 
expenses incurred when absent from the 
“seat of government on .business of the 
Com. 

Statements filed by Cos. Sec. 21. Every 
Inv. Co., domestic or foreign, shall file 
during the.month of Jan. in each and every 
year a detailed :statement in such form 
and containing such :information as the 
Com. shall require showing tts condition 
at the close of business on the preceding 
Dec. :31st, and shall at the same. time, pay 
a hling fee:therefor of $1.00. 

Jurisdiction of supreme court. SEC. 22. 
The ‘supreme court upon petition of any 
person aggrieved may ‘review by certiorari 
any final order of determination of the 
Com. The issuance of the writ shall: not, 
however, unless specifically: ordered by the 
court, operate as a stay of vroceedings. 

Penalty. Sec. 23. Any person or per- 
sons who shall violate any of the provisions 
of this act shall be deemed guilty of a 
misdemeanor and upon conviction thereof 
shall be fined not ‘more than $1000.00 or 
shall be imprisoned in the county: jail for 
not more than I year or both:such fine and 
imprisonment in the discretion of the court. 

Unconstitutional provision. SEC. 24. 
Should the courts of this State deciare any 
Sec. or provision of -this act: unconstitu- 


-tional or unauthorized, or in conflict with 


any other Sec. or provision of this. act, 
‘then such decision . shall affect only the 
Sec. or provision so declared to be un- 
constitutional or unauthorized and shall not 
affect any other Sec. or-part ef this act. 
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General Laws 1917, Chapter 429, as 
amended March 27, 1919. 

Sec. 1. State Securities Commission. 
There is hereby created a commission to 
be known as the state securities commis- 
sion, hereafter referred to as the “ commis- 
sion,” whose duty it shall be to administer 
and provide for the enforcement of all 
the provisions of this act. Said Com. shall 
consist of the public examiner, [the super- 
intendent of banks,] the attorney-general 
of the state or an assistant attorney-gen- 
eral specifically designated by him there- 
for and the commissioner of insurance, 
all of whom shall be members of said 
Com. during their terms of office and [any 
3 of whom, or any two of whom and the 
executive officer hereinafter provided for 
shall constitute a quorum.] Said Com. 
shall have its office in the state capitol, in 
the city of St. Paul, in a room to be fur- 
nished and equipped by the state, and all its 
records shall be there kept. It shall hold 
regular by-weckly meetings on such dates 
as may be determined by the Com. and 
may hold special meetings upon the call 
of the [chairman]; it shall keep a com- 
plete record of all its meetings, its ac- 
counts and the business it transacts and 
may prepare all necessary blanks to be used 
in its proceedings and in the conduct of its 
‘business. The Com. shall have the power 
to [elect a chairman and a vice-chairman 
from among its members and appoint an 
executive officer at a salary of $3,000 per 
annum.] The person so appointed shall 
proceed to qualify by subscribing the usual 
cath of office and by giving a bond to the 
state of Minn. in the sum of $10,000 with 
such surety as the Com. shall approve, con- 
ditioned upon the faithful performance of 
the duties of the office, which bond shall 
Þe filed and recorded as now provided hy 
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law for state officers. [The executive offi- 
cer,] when acting for the Com., shall have 
equal power and authority, subject to the 
approval of the Com., ‘and his acts in ex- 
ercising such” power ‘and authority shall {q 
be binding and of full force and@ effect until 
disapproved by the Com., ane he Pe 
attend to and perform an au f 
tailed work relative to. the an shall 
be entitled to vote in case of sN ted T 
Com, shall have power to employ a 
other and further assistance aS may pa 
necessary, to carry out the zovisieps of 
this act. Annually on or before the first 
day of November, the Com. shall prepare 
and file in the office of the governor, a re- 
port containing an accurate ‘review of the 
work of the Com, for the fiscal year end- 
ing June, 39, preceding the date of said re- 
port and which shall contain D schedule of 
all applications for. license to a securi- 
ties in’ the. state, a schedule, of licenses 
granted, fa schedule, of app ications de- 
nied, a schedule, of Ii cers suspended or 
revoked, a statement the- i ts one 

| disbursements of, the gh 

| material i 1n; formation as, TE Cy ati iia k Wark 

| of. the office.] 

: SEC, Z o DA what, institui ni ac ia not 
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Bidg. and [loan Assocs, that have now 
fully complied with the laws of this state 
pertaining to such Corps., and are now per- 
mitted to do business by the Supt. of 
banks, Nat. banks,] or of co-operative 
Assocs. organized under Secs. 6479 to 6490, 
inclusive, General Statutes 1913, for op- 
erating creameries, cheese factories, or 
rural telephone lines, where the authorized 
capital stock does not exceed [$25,000; 
(e) securities of any domestic “Corp. 
organized without capital stock and not 
for pecuniary gain, or exclusively for edu- 
cational, religious, benevolent, charitable or 
reformatory purposes; (f) authorized se- 
curities as specified and defined by Sec. 
6393 of the General Statutes of 1913 and 
any amendment thereof, or securities of 
the classes specified and defined in Sec, 
3313, General Statutes 1913; (g) Mtgs. 
and notes or bonds secured by mortgage 
upon real or personal property where 
the entire Mtg. is sold and transferred 
with the note or notes or bonds secured 
by such Mtg., or where the indebted- 
ness secured is not more than 70% of the 
fair value of the property mortgaged; (h) 
increase of stock sold and issued to stock- 
holders or stock dividends; (i) securities 
sold pursuant to the order of any court; 
(j) isolated or single transactions; (k) 
policy contracts of insurance companies 
licensed to do business in this state. ] 
Sec. 3. What shall be known as invest- 
ment company. Every person, firm, co- 
partnership, Corp., Co. or Assoc., whether 
unincorporated or incorporated, under the 
laws of this or any other state, territory 
or government, which shall either himself, 
themselves or itself, or by or through 
others engage in the business within the 
state of Minn. of selling, [offering] or 
negotiating for the sale of any stocks, 
bonds, investment contracts or other se- 
curities, herein called securities, issued by 
him, them or it, except to a bank or Tr. 
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Co., shall be known, for the purpose of 
this act, as an. investment company. 
Every person, firm, co-partnership, Co., 
Corp. or Assoc., whether unincorporated 
or incorporated under the laws. of this- or 
any other state,. territory or government, 
not the isswer, who shall within [the state] 
of Minn. sell or offer for sale any of the 
stocks, bonds,. investment contracts, or 
other securities herein called securities, is- 
sued by an Invest, Co., except the securi- 
ties, specifically exempt under the pro- 
visions of this act, or who shall. by ad- 
vertisement. or otherwise profess to en- 
gage in the business of selling of offering 
for sale such securities within. the [state 
of] Minn., shall. be known for the pur- 
pose of this act as a dealer. The term 
dealer shall not include an owner, not 
issucr, of such securities so owned by him 
when such sale is not made in the course 
of continued and successive transactions 
of a similar nature. nor one who in a 
trust Capacity. created by law lawfully selis 
any securities embraced within such trust. 
Sec. 4. [Investment companies to be 
licensed; fees for same.] No such Invest. 
Co. and no such dealer shall sell or offer 
for sale any such securities or profess the 
business of selling or offering for sale 
such securities, unless and until he or it 
[shall have been licensed by the Com. as 
herein provided. To secure such license 
said Invest. Co. or dealer shall. file appli- 
cation therefor with the Com. and shall 
furnish said Com., upon oath, in such 
form as the Com. shall prescribe, the fol- 
lowing information, to-wit.:] The Invest. 
Co.’s or dealer’s name, residence and busi- 
ness address, the general character of the 
securities to be sold or dealt in, the place 
or places where the business is to be con- 
ducted within this state, and where the 
business in this state is not be conducted 
by the Invest. Co. or by the dealer in per- 
son, then the names and addresses of all 
the persons in charge thereof. Said In- 
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vest. Co. shall pay to the Com. a filing 
fee of 1/10 of 1% upon the face luk of 
the securities for the sale of which appli- 
cation is made; provided that such filin 

fee shall not be [less than $25; provided, 
further, that an Invest. Co., as defined in 
Sec. 6445, General Statutes 1913, which 
is under the supervision of the Supt. of 
banks and which is engaged in the busi- 
ness of soliciting payments to be made to 
itself on the installment, single payment 
or full paid plan, issuing therefor saving 
Ct’i’s, agreeing to return to the holders 
or owners thereof money at some future 
date, shall for the issuance of such C’t’f’s, 
in lieu of other fees and payments herein 
provided for, pay to the (Com. an 
annual fee of $100; and said dealer shall 
pay to the Com. an annual fee of $25 and 
shall furnish said Com.] with such other 
information in addition to that above speci- 
fied as said Com. shall deem necessary in 
order to thoroughly acquaint such Com. 
with the honesty and good faith of such 
dealer or Invest. Co., and the character of 
the business of said Invest. Co. or dealer. 
All authorized agents of any dealer or 
Invest. Co. shall be registered with the 
Com. and the name of any agent shall be 
stricken from the register by the Com. 
upon the written request of the dealer or 
Invest. Co., and additional- agents may be 
registered by the Com. upon like request 
of the dealer or Invest. Co.; provided, that 
no agent shall act as such until he shall 
have filed with the Com. a signed and 
acknowledged C’t’f of registration and ac- 
ceptance of agency upon forms to be fur- 


nished by the Com. fand until he shall- 


have been licensed by the Com.;] provided, 
also, that the Com. shall have authority to 
reject or cancel the registration and ap- 
pointment of any person as agent for such 
cause as may to the Com. appear sufh- 
cient. If an Invest. Co. or dealer shall be 
a non-resident of the state or a Corp. 
other than a domestic Corp., he or it shall 
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at the time he or it registers with the 
Com. also file with the Com. a written, 
duly authorized, executed and acknowl- 
edged appointment of the public examiner 
of this state as his or its agent in Minn., 
upon whom process or pleadings may be 
served for or on behalf of the dealer or 
Invest. Co., which appointment shall be 
irrevocable. Upon compliance by such In- 
vest. Co. or dealer with the provisions of 
this act, the said Com. shall feither make 
an order denying said application or shall 
make findings as provided in Sec. 9 hereof 
or] shall issue to such Invest. Co. or dealer 
a license under the seal of said Com. and 
signed by the executive officer thereof, in 
such form or forms as the Com. shall 
adopt, which said license shall be good 
until revoked by said Com. for good cause 
upon notice to such Invest. Co. or dealer 
and a hearing duly had; provided, how- 
ever, said license may be suspended as to 
the selling of specific securities as provided 
in Sec. 8 of this act. In addition to the 
filing and examination fees herein provided 
for to be paia by said Invest. Co.’s and 
dealers, there shall be charged and col- 
lected by said Com. a fee of $3 for the 
recistratidn and authorization of each 
agent of such Invest. Co. or dealer, which 
fee and registration shalt entitle each agent 
to act as such until the first day of July 
following, unless said authority is sooner 
revoked by the Com. or the dealer or 
Invest. Co. Each of such agents shalt 
make a new registration on July 1 of each 
year for the renewal of his agency, and 
the Com. shall charge and collect for each 
such renewal registration a fee of $3. 
Sec. 6. Promotion of securities. Every 
Invest. Co. or dealer who shall, as prin- 
cipal or agent, promote or negotiate by ad- 
vertisement, letter, circular, prospectus, by 
word of mouth or by any other method of 
public or general offering, or specific offer- 
ing, the sale or distribution of any such 
securities, not exempted under the terms 
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of this act, in this state, except to banks, 
Tr. Cos. or to duly licensed dealers, shall 
before making such negotiation, sale or 
promotion file a statement in writing 
signed by such Invest. Co. or dealer, as 
the case may be, or by its or his author- 
ized representative, notifying the Com. of 
its or his intention to promote, offer or 
sell such securities, describing fully such 
securities, and furnishing to said Com. 
true copies of all prospectuses, circulars, 
and advertisements used, or to be uscd in 
such sale or promotion, and said Cam. may 
make such investigation thercof and re- 
quire such further information or proof 
with respect thereto as it may deem neces- 
sary to determine the character of such 
securities or of such promotion. If any 
such Invest. Co. or dealer shall mail by 
registered mail postpaid and properly ad- 
dressed to the Com. such notification and 
documents prescribed in this Sec., with 
the name and address of the Invest. Co. 
or dealer, the same shall be deemed a filing 
and notification under this Sec., provided 
said registered letter or package would 
reach the Com. at least 24 hours in the 
ordinary course of delivery, before such 
sale, promotion or offering shall be made. 

Sec. 6-A. Every person, firm, co-part- 
ship, Co. or Assoc., incorporated or unin- 
corporated, who shall himself, themselves 
or itself, or by or through others, circu- 
late, distribute or cause to be circulated or 
distributed, either publicly or privately in 
any manner whatsoever, any printed or 
written matter containing an offer of, or 
a solicitation to purchase, directly or in- 
directly, stocks, bonds, investment con- 
tracts or other securities not exempt under 
the terms of this act, and every person, 
firm, co-partnership, Co. or Assoc., whether 
incorporated or unincorporated, who shalt 
as an agent or otherwise in any manner 
assist in such distribution or circulation, un- ' 
less such offer of, or solicitation to pur- 
chase, said stocks, bonds, investment con- 


7 i 


MINSESOLTR Biso. Sky: Laws: 


> EA e eee r ee 


i ee 


tracts, or securities shall have. been ap- 
proved by the Com., shall: be guilty of a 
misdemeanor. 

Sec. 7. Investigations to. be made: by. 
commission. The Com. may also make 
such special investigations.as it may. deem 
necessary in connection with the promo- 
tion or sale of any such securities- to the 
end' that the Com. may be put in posses- 
sion of all facts and information necessary 


to qualify it to properly pass upon all 


questions that may properly come before it 
and to determine if the same is in viola- 


tion of this act or of any of the acts of’ 


the legislature described in Sec. 9 hereof, 
and to that end it shall have power to is- 
sue subpoenas compelling the attendance 
of any person and the production of any 
apers and books for the purpose of such 
investigation, and shall have power to ad- 
minister oaths to any. person whose testi- 
mony may be required in such investigation, 
It may also make or have made under its 
direction a detailed examination and re- 
port of the property, business and affairs 
of such Invest. Co., which investigation and 
examination shall be at the expense of 
such Invest. Co., or of the dealer seeking 
to sell such securities. It may cause an 
appraisal to be made at the expense of said 
Invest. Co. or dealer, of the property of 
said Invest. Co. 


_[Sec. & Commission. given power to- 
limit price, fix. maximum commission. 


and other promotion expense and to 
fix other. conditions: in. granting, license, 
The Com. shall.have power: To limit the. 
price. at which securities shall be sold. by 
an Invest. Co. or dealers or the agents of 
either; to fix the maximum: amount. which 
may. be paid. for promotion. services or be 
expended: for commissions and other ex- 
pense incidental to the sale of securities; 
to require licensed Invest. Cos. and: dealers 
to. furnish to-it from time to time: upen 
oath in such form as the Com. shall pre- 
g 
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scríbe such information as may be neces- 
sary to enable the Com. to determine 
whether the further sale of the securities 
authorized to be sold under the license of 
such Invest. Co. or dealer would be in 
violation of this act; to fix such other con- 
ditions for granting a license and to make 
such other orders and alter, suspend or 
revoke the same as may be necessary for 
carrying out and enforcing the provisions 
of this act;] to suspend the license of any 
Invest. Co. or of any dealer with respect 
to the sale or promotion of any security 
or securities said dealer or Invest. Co. may 
propose to sell, upon original notification 
of his or its purpose to sell, or at any 
future time when information in the pos- 
session of the Com. may cause it to be- 
lieve that [such Invest. Co. or dealer has 
violated any lawful order of the Com. or 
any of the provisions of this act or any of 
the conditions upon which he, they or it 
was licensed or that] the further sale of 
said securities would be a violation of 
this act [and shall also have power to 
suspend any and all licenses issued by it] | 
pending the furnishing of any proof or ( 


information which the Com. has asked or 
may ask for under the terms of this act. 
[The Invest. Co. or dealer, however, may 
within 30 days demand a hearing upon 
such suspension or upon a denial under | 
Sec. 4 of this act at any subsequent meet- 
ing of the Com. or the Com. upon ‘notice 
duly given may set a time for hearing, at | 
which the Com, shall grant a full hearing | 
to all parties concerned, and upon such | 
hearing duly had may make such order 
as the facts justify, removing, continuing 
or making permanent the suspension, or re- 
voking the license of said dealer or Invest. 
Co. as to the sale of such securities or of 
all securities in the state. ] 

Sec. 9. Arrests and prosecutions for | 
misrepresentation. If the Com. finds that ' 
the proposed plan of business of said In- 


9 ry 


2 


Á 


MINNESOTA, 


Bino Bky Laws. 


vest. Co., or that its proposed contracts, 
stocks, bonds or other securities, are 
fraudulent or are of such a nature that 
the sale of such contracts, stocks, bonds 
or other securities would in the opinion 
of said Com. work a fraud upon the pur- 
chaser, or, if said Com. shall determine 
that any such promotion or sale constitutes- 
a violation of this act, or that any such 
promotion or sale constitutes the crime 
defincd and. described in Ch. 479, General 
Laws Minn., 1909, entitled “ An act to pro- 
hibit the making or publishing ọf false 
statements of publications of or concern- 
ing the affairs, pecuniary condition or prop- 
uay of eny Corp., joint stock Assoc., co- 
partnership or individual, which said state- 
ments or publications are intended to give 
or shall have a tendency to give, a less or 
greater apparent value to the shares, bonds 
or property, or any part thereof of said 
Corp., joint stock Assoc., co-partnership 
or individual than the said shares, ‘bonds or 
property shall really and in fact possess,. 
and providing a penalty therefor,” or that 
any such promotion or sale constitutes the 
crime defined and described in Ch. 51 of 
the Laws of Minn. for 1913, entitled “An 
act to prevent fraudulent advertismg,”’ as 
amended by Ch. 309 of the laws of 1915, 
in so far as said act relates to securities, 
and shall notify said dealer or Invest. Co. 
by registered mail and also by telegraph, if 
deemed advisable, of its findings, suspen- 
sion or disapproval, then it shall be un- 
lawful for such Invest. Co. or dealer to 
do any business in the way of selling, offer- 
ing for sale, taking subscriptions for, or 
negotiating for the sale, in any manner 
whatever, of any such securities in this 
state ; and said securities shall not be sold 
in this state, and it shall immediately sus- 
pend the license of said Invest. Co. or 
dealer with respect to the promotion or 
sale of said securities, and shall so notify 
him or it, and the Com. may immediately 
take such steps as may be necessary to 
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cause the arrest and prosecution of all 
persons deemed guilty thereof. It shall 
be the duty of each county attorney to 
prosecute any violation of this act in his 
county, and upon his request or the re- 
quest of the Com. the attorney general 
shall assist in such prosecution, 

Sec. 10. Gross misdemeanor for de- 
frauding. Ií any person, including a Corp., 
co-partnership, Co. or Assoc., and the oth- 
cers or agents thereof, alone or in com- 
mou with others, having devised or in- 
tending to devise any scheme or artifice to 
defraud by the issuance, sale, promotion, 
negotiation or distribution of any stocks, 
bonds, notes, contracts or other securities, 
shall in and for executing such scheme or 
artifice or in attempting so to do, commit 
any overt act within this state, such person 
shall be guilty of a gross misdemeanor. 

Sec. 11. False statements a gross mis- 
demeanor. Any person who shall know- 
ingly make or file, or cause to be made 
or filed, any statement, information, or 
proof required hereunder, by said Com., 
which is in whole or in part materially 
false, or any Invcst. Co. or dealer who 
shall sell or promote, or cause to be pro- 
moted by advertisement, circular letter 
prospectus, by word of mouth, or by any 
other form of public or general offering, 
the sale of any securities without comply- 
ing with the provisions of this act, or 
without furnishing to the Com. any in- 
formation or proof in the possession of 
or reasonably obtainable by him or it, after 
the same is required by the Com. ‘under 
this act, shall be guilty of a gross misde+ 
meanor. 

[Sec. 12. Punishment for contempt. 
Any witness who refuses to be sworn or 
refuses to testify or disobeys any sub- 
poena or lawful order of the Com. or fails 
or refuses fo produce any paper, book or 
document touching any matter under ex- \ 
amination or investigation or is guilty of 
contemptuous conduct after being sum- 
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moned to appear. to give testimony in re- 
lation to any such. matter, or any Invest. 
Co. or dealer or the: officers or agents of 
either who shall violate any lawful order 
of the Com. or any of the conditions upon 
which said Invest. Co., dealer or agent was 
licensed shall be guilty of contempt, and 
any district court may in any such case 


punish for contempt as if the proceedings - 


were pending in such court, whenever the 
Com. shall certify to such district court 
a statcment of the facts constituting the 
contempt. 

Provided, also, that contempt proceed- 
ings under this See. shall not be a bar to 
any prosecution for a violation of any of 
the provisions of this act.] 

Src. 13. Classifying information and 
publicity of same. It shall be the duty 
of the Com. to so preserve, classify and 
arrange such information as to facilitate 
examination by the Com. 

The Com. may, in its discretion, give 
out information relating to the affairs of 
any Invest. Cos. or dealers offering, to any 
person affected by the matters therein con- 
tained, when such persons satisfactorily 
show to the Com. that they are entitled to 
the information to aid them in determin- 
ing the desirability of the investment. 
offered. 


The Com. shall not reveal the text of. 


any formula, process, patent, copyright, or 
any portion thereof to any one inquiring 
without the written consent of the person 
or Corp. whose offering is inquired of. 

The Com. shall not reveal information 
relative to any matter that may be at issue 
in any court, unless upon an.order of the 
court. 

The Com. may from time to time issue 
in pamphlet form, or by newspaper ad- 
vertisement or otherwise, information re- 
garding. offerings it considers fraudulent 
offered by persons or parties within or 
without the jurisdiction of the state for 
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sale to parties within the state by mail, 
advertisement or otherwise. 

Ssc. 16. Information to be furnished 
applicants. The Com. shall provide for 
the furnishing to those who may rightfully 
apply therefor as is provided in Sec. 13 
of any information regarding any Invest. 
Co. or dealer, or regarding any securities 
offered by any dealer which is on file in its 
ofce, except such as is withheld by the 
Com. under Sec. 13 of this act, said Com. 
to charge therefor approximately the cost 
of preparing such information. The mem- 
bers of the Com. shall perform the duties 
mnposed upon them and each of them by 
the terms of this act, without other com- 
pensation than the salaries paid them by 
the state, but they shall be entitled to 
receive their actual and necessary expenses 
incurred when absent from the seat of gov- 
ernment on business of the commission. 

Sec. 17. Violation a gross misde- 
meanor — and burden of proof. Any per- 
son or persons, [Invest. Co., dealer or 
agent] who shall violate any of the pro- 
visions of this act, [or any lawful order 
of the Com. or any of the conditions upon 
which he, they or it was licensed] shall be 
deemed guilty of a gross misdemeanor, and 
upon conviction thereof shall be fined not 
more than $1000 or shall be imprisoned 
for not more than I year, or both such 
fine and imprisonment, in the discretion of 
the court. 

[Provided that in prosecutions under this 
act for unlawfully selling, offering for 
sale, taking subscriptions for or negotiat- 
ing for the sale of any securities, or for 
unlawfully professing the business of sell- 
ing or offering for sale such securities, any 
of the exceptions specified in Secs. 2, 3, 
and 6 of this act shall constitute a matter 
of defense to be proved as such upon the 
trial, and it shall not be incumbent upon 
the state to allege or prove that such 
securities, or the acts complained of, do 
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not come within any of such exceptions.] 

Sec. 18. Review by supreme court. 
The supreme court upon petition of any 
person aggrieved may reyiew by certiorari 
any final order or determination of the 
Com. The issuance of the writ shall not, 
however, unless specifically ordered by the 
court, opcrate as a stay of proceedings. 

Sec. 19. Declaring of one section un- 
constitutional not to affect other sec- 
tions. Should the courts of this state 
declare any Sec. or provision of this act 
unconstitutional or unauthorized, or in con- 
flict with any other Sec, or provision of 
this act, then such decision shall affect 
only the section or provisions declared to 
be unconstitutional or unauthorized, and 
shall not affect any other Sec. or part of 
this act, 
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Law 1916, C. 97. 


SEcTION I. Be it enacted by the Legis- 
‘lature of the state of Miss., That every 
private Corp., foreign or domestic, organ- 
ized for profit, which is now attempt- 
ing, or shall hereafter attempt to increase 
tts capital stock, and every proposed Corp., 
foreign or domestic, attempted to be organ- 
ized which shall directly or indirectly, 
through itself, its agents or employees, or 
through any person or Assn. of persons, 
holding Co’s., sales Co’s., or otherwise, or 
through any other agents, sell or contract 
to sell any stock of such Corp. or proposed 
Corp., upon which sale proposed or con- 
tract of sale any part of the proceeds de- 
rived or to be derived therefrom are used 
or to be used, directly or indirectly, for 
the Payt. of any Com., promotion, organ- 
ization fees, or other expenses incident, 
directly or indirectly to the sale of its 
shares of stock, except attorney’s fees, 
charter fees, franchise tax, permit fees, 
and stationery and siplies, shall be sup- 
ject to the provisions of this act. 

Sec. 2. This act shall also apply to any 
mining, oil or gas Corp. increasing its stock 
or any proposed mining, oil or gas Corp. 
attempting to sell its stock in which any 
land or mineral or other thing of value is 
to be procured from, in or under such land 
that has been or is to be placed as an asset 
with or in the Corp. or proposed Corp. 
whether any promotion fee is charged or 
not, and to any townsite Corp. or proposed 
townsite Corp. This act shall also apply 
to every person, firm, Assn., Co. or Corp. 
that shall either directly or through repre- 
sentatives or agents sell, offer or negotiate 
for sale within this state, any stocks, bonds 
or other securities except as herein other- 
wise provided. 

1 


ESSGISEIFPI Rius Sky Laws. 


SEc. 3. Before offering for sale or con- 
tracting to sell, directly or indirectly, any 
stock of such prapased ‘Corp., or such in- 
creased stock of any existing Corp., before 
selling any stock in any townsite Corp., 
as provided in Sec. 2, such Corp., or those 
promoting or having charge of the sale of 
stock af any proposed Corp,, shall file under 
oath in the office of the Sec. of state, to- 
gether with a filing fee of $50, the follow- 
ing documents: A statement showing in 
full detail the plan upon which the Corp. 
proposes to increase its capital stock or 
plan upon which the promoters or those 
having charge of the sale of stock af any 
proposed Corp. proposes to sell its stock 
and organize the Corp. together with a copy 
of all forms of contracts, stock, or deeds, 
if the same shall come under Sec. 2 here- 
of, to be used by the Corp. or its promoters, 
or those having charge of the sale of 
stocks of any proposed Corp. in connection 
with such steck sales. The statement shall 
further show the name, location and dom- 
icile of such Corp, and the names of its 

officers or its proposed officers, if any, or 
: promoters, and the addresses of all the 
parties; the amount of capital stock of any 
Corp. already organized, the proposed in- 
crease, or the proposed capital stock af the 
Corp. to be organized, and the price at 
which the stock is proposed ta be sald; 
and the price at which the stock is proposed 
to be sald shall not be changed without 
che filing with the See. a statement of 
7 such change, which shall be subject to his 

approval. Any such Corp. or promoters of 

such proposed Corp. shal furnish the Sec. 

with such other information as may be 


-ary 
eee EN ee ge 


i aae m e a *% 2 
Se -q a Viger tet gy 


necessary or proper concerning the sale 

| of its stock. 
If it shall be a Corp. organized under 

the laws of any other jurisdiction it shall 
| file with the Sec. a copy of its original 
: charter and all amendments thereto, and 

such other evidences of its authority as the 

Sec. may require. 
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Said statement shall also show the Com., 
promotion fee, and other estimated inci- 
dental expenses proposed to be charged 
for the organization of such proposed Corp. 
or the increase in the capital stock of any 
Corp. already organized, and how the com- 
mission or fees are to be paid. 

If the Corp., or proposed Corp., comes 
under Sec. 2 hereof, the officers of the 
Corp. or the promoters of the proposed 
Corp. shall state the facts upon which they 
base their estimate of the actual value of 
the property which is to become an asset 
of the Corp., and the Sec. shall require 
such proof as he may deem proper to estab- 
lish the actual value of the property. 

The Sec. shall have the right to em- 
ploy such experts as he may deem neces- 
sary, and the experts shall be employed at 
the expense of the Corp. or promoters of 
the proposed Corp. 

No Corp. proposed to be organized for 
the purpose of buying or selling town sites. 
and town lots shall hereafter be granted a 
charter by the Sec. of State, or if a for- 
eign Corp. the same shall not be granted 
a permit to do business in the state of 
Miss. unless the incorporators of the said 
proposed Corp. or officer af such foreign 
Corp. shall file with the Sec. of state 
each and every documents, contracts and 
papers referred to in Sec. 3 of this act, as 
well as a Gen. statement of the plan of 
its proposed townsite, and a Gen. statement 
of its methods of advertising same, to- 
gether with a sample copy of its advertis- 
ing literature, and no charter shall be grant- 
ed any Corp. unless after the compliance 
with provisions of this act and in the 
judgment of the Sec. of state, such busi- 
ness of any proposed townsite Corp. wilt 
be honestly and ,fairly conducted both to 
the Corp. and to the public. And each 
and every Corp. in this state now existing 
or hereafter organized, desiring to engage 
in the sale of townsite lots or sites shall, 
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prier to sueh sale, file with the Sec. of 


state, a Gen. plan of the said proposed . 


lots, or sites, tọ be sold, as weld as'a copy 
oi any and ail proposed cantracts to he 
made with the. public in the sale thereof, 


a Gen. statement of the literature - 


proposed to be used, and all matter refer- 
red to in Sec. 3 hereof, and, if in the judg- 
ment of the Sec. of state the said sale 
will be conducted beth honestly and fairly 
to the Corp. and te the public, a permit 
to canduct the said sale shall be granted. 
This. provision shall not be construed to 
authorize the creation af any Corp. for 
any purpose not now Auth. by the laws of 
this state. 

Each and every C’t'f granted by the 


Sec. of state under the provisions of this . 


act shall be in. substantially the following 
form: 


“This is to certify that the............ | 


Devas has this date heen given per- 
mission to sell $....... ee rca rT of its 


TEN stocks, bonds or securities within - 


the state of Miss. 

The Sec. of State does not recom- 
mend the purchase of this or any other 
secu 


Date ‘at Jackson, Miss., this ..... "day. 
Of wcdeatuecas 
In Witness Whereof, I have hereunto 


affixed the corporate seal of the Sec. of | 


State. 
PEE : ie oe cae eres 
(Seal) 


The words, “The Sec. of state does 
not recommend the purchase of this or 
any other security” shall be printed in 
larger, bolder faced type than. the other 
part of said C’t’f. 

Any person, firm, Assn., Co. or Corp. 
that makes any reference in any statement, 
Ady. or printed: matter to the fact that a 


permit has been received from the Sec. 
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of state to transact business in this 
state shall, with equal prominence, 
state in the same circular, Adv. or 
printed matter that “ The Sec. of state 
does not recommend the purchase of 
the security of this or any other com- 
pany.” 

Sec. 4. The Sec. upon receipt of the 
information as provided for in Sec. 3 
shall grant or refuse such permit. If the 
Sec. shall decide that the sale of stock 
will be fairly and honestly conducted, both 
to the Corp. and to the public such permits 
shall be granted, provided that the Com., 
promotion and other incidental expenses, 
exclusive of the exempted expenses men- 
tioned in Sec. I of this act shall not be 
more than 15% of the price at which such 
stock is to be sold as shown by the appli- 
cation or the amended application. 

Provided, that, where any proposed 
Corp. has already sold its stock or a part 
thereof, or any part thereof has been sub- 
scribed at the time this act shall take 
cffect, this act shall not affect stock pre- 
viously sold or subscribed nor any con- 
tracts made in reference to same; but if 
any of the stock of said proposed Corp. 
remains unsold or unsubscribed said 
Corp. shall, nevertheless be entitled to a 
permit upon complying with the other con- 
ditions of this act, including the future 
sale or subscription of any of its stock. 

The Com. or promotion fee shall be 
paid to the agent or promoter as the stock 
is sold by him and paid for by the pur- 
chaser. The stock shall be considered as 
paid for when paid for in cash, property 
or labor. 

No permit shall be granted unless there 
shall appear upon the subscription lists and 
contracts of such Corp. or proposed Corp. 
in bold type, the amount of the Com., 
promotion fees and other estimated ex- 
penses incident to the sale of such stock, 
and the interest which the officer, agent, 
employe or promoter selling or contracting 
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to sell such stock has in such sale; nor 
shall such permit be granted until the ap- 
plicants thereof have entered into bond for 
not jess than $1,000 nor more than $100,000, 
the same to be fixed by the Sec. at not 
more than 10% ef the stock proposed to 
be issued. 

The said bond shall be payable to the 
state of Miss., conditioned that the facts 
set forth in the application for such per- 
mit, and the proof and statements offered 
to such Sec., upon which the application 
is based, are true and that they will com- 
ply with the provisions of this act in the 
sale of stock of such Corp. or pr ed 
Corp. Said bond may be made with in- 
dividual sureties, er a surety Co. Auth. 
to do business in the state of Miss. and 
the bond shall be approved by the Sec. 

Sec. 5. If a permit shall be refused by 
the Sec. the parties applying therefor may 
bring suit in the chancery court of the 
first district of Hinds Co., Miss., to re- 
quire the Sec. to issue such permit. 

Sec. 6. Any person who shall be induced 
to purchase any stock of any Corp., or pro- 
posed Corp., by the officers, agents, em- 
ployees, promoters or trustees, by reason 
of any misrepresentation of any material 
fact concerning such stock, such person or 
persons shall have the right to bring suit 
upon the bond above provided for, and such 
bond shall be subject to and security for 
such person so purchasing the stock pro- 
vided that such person shall not be entitled 
to recover more than the money paid, or 
the actual value of the property given, or 
the labor performed, in exchange for such 
stock, with legal interest from the date of 
the Payt. or the performance of the serv- 
ice, or the transfer of the property, and 
reasonable attorney’s fee. Such surt may 
be brought | in the chancery court of any 
Co. in this state. 

One or more recoveries upon such bond 
shall not vitiate the same, but it shall re- 
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main in full force and effect, but no re- 
coveries upon such bond shall ever exceed 
the full amount of same, and upon suits 
being filed in excess of the amount of the 
bond, the Sec. may require a new bond, 
and if the same is not given within 30 
days he may cancel the permit herein pro- 
vided for. 

Whenever any permit has. been issued, 
the .Conp. or persons receiving the same 
shall file a list of the names of their or 
its authorized officers, agents and em- 
ployees, and the P. O. address of each; 
and in case of the change of any of its 
officers, agents or employees, it shall file a 
list of such changes with the Sec. 

Sec. 7. All money or other things of 
value collected by such. Corp. or the pro- 
moters of a proposed Corp., for the sale 
of its stock, shall be deposited by the said 
Corp. to its credit, or by the promoters of 
a proposed Corp., to the credit of its pro- 
posed officers or trustees, with the excep- 
tion of the amount allowed for Com., pru- 
motion fees and other incidental expenses 
with a bank, bank and Tr. Co., or Tr. Co., 
Incorp. under the laws of this state or 
of the U. S., and doing business in this 
state. 

Sec. 8. All such Corps., and the organ- 
izers or trustees of proposed Corps., shall 
keep a set of books which shall show the 
amount of money or other things of value 
received by such Corp. or proposed Corp., 
írom the sale of its stock, or from the 
contracts of sale of its stock and such 
books shall show the number and amount 
of stock sołd or contracted to be sold, and 
to whom sold or to be sold, and the P.'O. 
address of each. Said books shall at all 
times be open for inspection to the Sec. 
or his duly appointed agent. 

Sec. 9. Whenever the Sec. shall have- 
information: that any Corp. or the pro- 
moters of any proposed Corp., its officers, i 
agents or employees, are not complying. do] 
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with the terms of this act in the sále of 
its stack, they shall notify such Corp., or 
the officers, agents, employees or promot- 
ers of the proposed Corp. to appear within 
30 days and show cause why stich permit 
should not be cancelled, and after the hear- 
ing the Sec. shall have the right to cancel 
such permit if the proof shall show that 
such Corp., or praposed Corp., or its 
officers, agents, employees or promoters are 
not complying with the terms of this act; 
provided the parties or the Corp. holding 
such permit shall have the right to bring 
suit im the proper jurisdiction, against the 
Sec, ta reinstate the permit to sell stock 
upon the proper showing of compliance 
with the provisions hereof. 

sxc. 10. No permit to sell stock shall 
ever be issued to any foreign Conp. which 
has not.at the time of the making of the 
application for a permit, at least 50% of its 
capital stock subscribed and paid im, pro- 
viding that this shall not.apply to any 
foreign . ‘Corp. engaged in lending money 
in thts state. 


Séc. ix, Each foreign Gorp: or the pro-. 
moters of any proposed foreign Corp. de- ' 


siring to sell, or contract to sell its stock 
in this state, shall first file with the Sec. 
a like power of Atty. to that provided for 
joreign Ins. Co.’s in section 2606 of the 
code of r906, of Miss., under articles 3rd 
and 4th thereof, and service of :all process 
may be had upon the Corp. and the Sec. 
as the case may be as therein provided 
for, and the Secy. upon seceipt of such pro- 
cess as therein provided for shall act. and 
proceed as is provided for the Ints. Comr. to 
do under séctton ‘25900 of the said code of 
1906 when served with process thereunder, 
with exactly the same penalties on the 
Secy. as is therein provided for against the 
Ins. Comr. 

Sec. 12. It shall hereafter be unlawéul 
for any officer, agent, employee or trustee, 
or promoter, or holding Co., or sales agent, 
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or person, or Asso. of persons in this state 
to sell or offer to sell or contract to sell 
directly or indirectly any stock of any Corp. 
or proposed Corp., subject to this act, with- 
out first complying with all the provisions 
of same and any person so offending shall 
be guilty of a misdemeanor, and upon con- 
viction shall be fined not less than $50 
nor more than $2,000, and in addition 
thereto may be imprisoned in the county 
jail for a period of not more than one 
year or both such fine and imprisonment. 

Sec. 13. At the expiration of two years 
from the date of granting the permit here- 
inabove defined and set out if the proposed 
Corp. has failed to organize then all the 
subscribers must be refunded the amount 
paid by each of them to the promoter, trus- 
tee or agent; provided that the Secy. may 
for good cause shown grant an extension 
of the time for the sale of the securities. 

Sec. 14. The terms of this act shall not 
apply to— 

(a) Securities of state, saving or national 
banks of any state or territory thereof, or 
any foreign Gov't or of any district, county, 
township, city, town or other public taxing 
subdivision of any state or territory of the 
U. S., including all drainage, county, school 
or other municipal bonds of this state. 

(b) Securities of state, saving or national 
banks or any state or territory of the U. S., 
or of trust Co.’s or building and loan 
Asso.’s of this state including the unsecured 
commercial paper of such institutions. 

(c) Securities of public or quasi-public 
Corps., the issue of which securities is 
regulated by any public board or commis- 
sien now or hereafter created by the laws 
of this state. 

(d) Promissory notes and the Mtgs., 
contracts, collateral or other things, if any, . 
securing the same, when said notes and 
securities have, in a bona fide way, been 
issued, given or acquired in the ordinary 
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course of legitimate business, trade er com- 
merce, 

(e) The stock of any Corp. organized 
under the laws of this or any other state 
or territory of the U. S., or of the federal 
Gov't, provided that under the laws of such 
state or territory or federal Gov't no capital 
stock of a Carp. can be legally issued un- 
less the par value of said stock is paid for 
in full in either eash or property at its 
actual value before the issuance of such 
stock and where all property and any other 
thing given in exchange for such stock 
other than eash must be valued at not more 
than its actual cash value by some duly 
appointed officer or Comr. of such state, 
territory, or federal Gov't under the laws 
of which such Corp. is organized and. 
where such stock has been issued in accord- 
ance with the provisions of such laws. 

(í) The sale of stacks, bonds ar other 
securities at judicial sale or by adminis- 
trators or executors. 

(z) Nor shall the provisions of this act 
apply to any state bank or Tr. Co. or other 
banking Corp. organized under the laws of 
this state. 

(h) Nor to the sale of the stock of a 
Corp. by a bona fide owner of the same 
who is not intending to act directly or im- 
directly for a Corp. prohibited by this act. 

Sec. 15. All money collected under this. 
act by the Secy shall be accounted for bv 
him as other charter fees coming into his 
office. The Secy. shall be furnished with 
all the necessary record books, blanks, fold- 
ers er filing devices to keep the proper 
records under this act to be chosen by him 
and paid for as the other necessary matter 
is paid for in his office. 

Sgc. 16. Whenever the Secy. shall deem 
it necessary to examine the books of any 
Corp. or proposed Corp. subject to the pro- 
visions of this act, or investigate its 
financial condition he shall do so at the 
expense of the Corp..or proposed Carp. 


10 


Blue Sky Laws, MISSISSIPPI. . 


under investigation, and the Corp. or 
agents of same shall pay to the Secy. or 
his agent making the investigation his 
actual expenses and $7.50 per day for such 
investigation which shall be paid at the end 
of the investigation by the concern investi- 
gated. 

Sec. 17, Any person, firm, Asso., Co. or 
Corp, or any agent or representative 
thereof, whether subject to the provisions 
of this act or otherwise, that sells, offers 
for sale or negotiates for the sale of any 
stock, bonds, or other securities within this. 
state, and knowingly makes any false repre- 
sentations or statement as to the nature, 
character or value of such security or the 
amount of the earning power of such se- 
curity whether in the nature of interest, 
dividends or otherwise, or knowingly makes. 
any false or fraudulent representation con- 
cerning the financial condition, the assets or 
the property of the Co., firm or Corp. issu- 
ing said security or knowingly makes any 
other false or fraudulent representation to. 
any person for the purpose of inducing said 
person to purchase said security or conceals ‘ 
any material fact in the advertisement or C 


prospectus of such security for the purpose 
of misleading or defrauding the purchaser, 
shall be guilty of a misdemeanor and upon 
conviction be punished by a fine of not 
more than $2,000 or by imprisonment of 
not to exceed six months in the county jail 
or by both suċh fine and imprisonment. 

Sec. 18. When the word “ Secy.” is 
used in this act it shall be considered to 
mean the Secy. of state of Mississippi. 

Sec. 19. That if, for any reason any 
section or part of this act shall be held 
to be unconstitutional or invalid, then that 
fact shall not invalidate any other part of 
this act, but the same shall be enforced ? 
without reference to the part so held to be 
invalid. 

Sec. 20. This act shall not in any way ) 
apply to or affect co-operative marketing ae a 
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Carp.’s, clubs or Asso.’s, organized for the 
purpose of marketing farm produce, which 
may hereafter he organized or incorporated 
in this state, 

Sec. 21. This act shall be construed ta 
be cumulative of any other law or laws of 
this state and not as repealing any such 
law or laws. And this act shall take effect 
and be in force from and after 60 days 
after its passage. 
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MISSOURI. 
Approved April 7, 1913 


Sec. 1. DEFINITIONS. Every Corp. 
copartnership or Co., and Asso. (other 
than State and Nat. Bks., Tr. Cos., Real 
Estate Mtg. Cos. dealing exclusively in 
real estate Mtg. notes, Bld. and Loan 
Assos., Co-operative Cos., training schools 
for miners, police and firemen’s relief 
Asso., Bond Inv. Cos., Ins. Cos., Inv. and 
Brokerage houses dealing (in the opinion 
of the Bk. Com.) in municipal securities 
and other high grade stocks, bonds and 
securities, exposition Cos. and Corps. not 
organized for profit) organized or which 
shall be organized in this state, whether 
incorporated or unincorporated, which 
shall sell or negotiate for the sale of any 
stocks, bonds, or other securities of any 
kind or character (other than bonds of the 
U. S., of Mo., and notes secured by Mtg. 
on real estate located in Mo., special road 
Dist. bonds, tuberculosis hospital bonds, 
drainage Dist. bonds, levee Dist. bonds, 
bonds of any county, township, city, town, 
village or Sch. Dist. or other legal Subdiv. 
of Mo.) to any person or persons in Mo., 
other than those specifically exempted 
herein, shall be known for the purpose of 
this act as a Domestic Investment Co. 
Every such Inv. Co. organized in any 
other State, Ter. or Gov’t., or organized 
under the laws of any other State, Ter. 
or Gov’t., shall be known for the purposes l 
of this act as a Foreign Investment Co. 

The Bk. Com. may require all Cos. operat- 

ing as real estate Mtg. Cos. to file affidavit 

that they are dealing in real estate Mtg. 

or trust deeds only, and as such not subject 
to examination. l 

Sec. 2. FILING DOCUMENTS BE- 

FORE OFFERING SECURITIES FOR 3 
SALE.— Before offering or attempting to 

sell any stocks, bonds or other securities of 

any kind or character other than those ` 
specifically exempted in Sec. 1 of this act 
to any person or iersons or transacting 
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any business whatever in this st te, ex- 
cepting that of preparing the do uments 
hereinafter required, every such I iv. Co., 
domestic or foreign, shall file in tle oflice 
of the Bk. Com. of this state, 1 ogether 
with a filing fee of $25., the fc lowing 
documents to-wit: A statement :; howing 
in full detail the plan upon which it pro- 
poses to transact business. A cop’ of all 
contracts, bonds or other inst: uments 
which it proposes to make with or sell 
to its contributors. A statement which 
shall show the name and location of the 
Inv. Co., and an itemized account of its 
actual financial condition, and the amount 
of its property and liabilities, and such 
other information touching its affairs as 
said Bk. Com. may require. If such Inv. 
Co. shall be a co-partnership or an un- 
incorporated Asso., it shall also file with 
he Bk. Com. a copy of its Arts. of co- 
partnership or Asso., and all other papers 
pertaining to its organization, and if it be 
a Corp. organized under the laws of Mo. 
it shall also file with the Bk. Com. a copy 
of its Arts. of incorporation, constitution 
and by-laws, and all other papers pertain- 
ing to its organization. If it shall be an 
Inv. Co. organized under the laws of any 
other State, Ter. or Gov’t., incorporated 
or unincorporated, it shall also file with 
the said Com. a copy of the laws of such 
State, Ter. or Gov’t., under which it exists 
or 1S incorporated, and also a copy of its 
charter, Arts. of incorporation, constitution 
and by-laws and all amendments thereof 
which have been made and all other papers 
PereininS to its organization. 

3. DOCUMENTS VERIFIED, 
HOW.— All of the above described papers 
shall be verified by the oath of a member 
of a co-partnership or Co., if it be a co- 
partnership or Co., or by the oath of a 
duly authorized officer, if it be an incor- 
porated or unincorporated Asso. All such 
papers, however, as are recorded or are on 
file in any public office shall be further 
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certified to by the officers of whose records 
or archives they form a part, as being 
correct copies of such records or archives. 

Sec. 4. SERVICE ON INV. COS., 
HOW MADE— Every Foreign Inv. Co. 
now doing or hereafter admitted to do 
business within this state and not having 
its principal office in this state, and not 
having organized under the laws of this 
state, shall appoint, in writing, the Sec. of 
State and his successors in office to be its 
true and lawful attorney, and upon whom 
all lawful process in any action or pro- 
ceeding against it may be served, and it 
[in] such writing agree that any lawful 
process against it which is served on said 
attornev shall be of the same legal force 
and validity as if served upon the Inv. Co., 
and that the authority shall continue in 
force so long as any liability remains out- 
standing tn this state. Copies of such cer- 
tificates, certified by said Sec. of State, 
shall be deemed sufficient thereof, and 
shall be admitted in evidence with the same 
force and effect as the original thereof 
might be admitted. Service upon such 
attorney shall be deemed sufficient upon 
such Foreign Inv. Co. When legal process 
against any such Foreign Inv. Co. is served 
upon said Sec. of State, he shall imme- 
diately notify the Foreign Inv. Co. of such 
service by registered leer, prepaid and 
directed to its Sec. or corresponding officer, 
and shall, within 2 days after such service, 
forward in the same manner a copy of the 
process served on him to such officer. 
The plaintiff in such process so served 
shall pay the Sec. of State at the time 
of such service a fee of $2, which shall be 
recovered by him as a part of the taxable 
costs, if he prevails in the suit. The said 
Sec. of State shall keep a record of all 
process served upon him, which record 
shall show the day and hour when such 
service was made and by whom made. 
All Domestic Inv. Cos. shall be served 
with process in the manner now provided 
by law for service of process on domestic 
Corps. 3 
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Src. 5. DUTIES OF BK. COM. AND 
REQUIREMENTS OF COS—It shall 
be the duty of the Bk. Com. to examine 
the statements and documents so filed, and 


idf- said Com: shall dcem 1t advisable he 


shall make or have made a detailed ex- 
amination of such Inv. Co’s affairs, which 
examinaticn shall be at the expense of 
such Inv. Co., as hereinafter provided; 
and if he finds that such Inv. Co. is sol- 
vent, that its Arts. of incorporation or 
Asso., its constitution and by-laws, its pro- 
posed plan of business and proposed con- 
tract contain and provide for a fair, just 
and equitable plan for the transaction of 
business, the Com. shall issue to such Inv. 
Co. a statement reciting that such Co. has 
coneplied with the provisions of this act, that 
detailed information in regard to the Co. 
and its securities is on file in the Com’s 
ofice for public inspection and informa- 
tion, that such Inv. Co. is permitted to do 
business in this state, and such statement 
shall also recite in bold type that the Com. 
in no wise recommends the securities to be 
offered for sale bv such Inv. Co. But if 
said Com. finds that such Arts. of in- 
corporation or Asso., charter, constitution 
and by-laws, plan of business or proposed 
contract contain any provision that 1s un- 
fair, unjust, inequitable or oppressive to 
any class of contributors. or if he decides 
from his examination of its affairs that 
said Inv. Co. is not solvent and does not 
intend to do a fair and honest business, 
then he shall notify such Inv. Co. in writ- 
ing of his findings, and it shall be unlawful 
for such Co. to do any further business in 
this state until it shall so change its con- 
stitution and by-laws, Arts. of incorpora- 
tion or Asso., its proposed plan of business 
and proposed contract and its general 
financial condition in such manner as to 
satisfy the Com. that it is solvent. and its 
Arts. of incorporation or Asso., its con- 
stitution and by-laws, its proposed plan of 
business and proposed contract provide for 
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a fair, just and equitable plan for the 
transaction of business; and provided, that 
all expenses paid or incurred and all fees 
or charges received or collected for any 
examination made under the provisions of 
this Sec. of this act shall be reported in 
detail by the Com. and a full report and 
record thereof made in detail; and pro- 
vided further, that any individual, Asso. 
or Corp. on receiving notice from the Com. 
that it shall do no further business in the 
state, may apply to a judge of the circuit 
court of the county where the individual, 
Asso. or Corp. has its main office, if a 
Domestic Co.; or to a judge of the circuit 
court of Cole county, if a Foreign Co., for 
an order addressed to the Com. of bankin 
to show cause why the Com’s order shoul 
not be revoked, and such judge shall have 
full power to summarily hear and deter- 
mine the matter, and to make such pro- 
vision and order as justice and equity may 
require. 

Ec. 6. MAY TRANSACT BUSINESS, 
WHEN.— It shall not be lawful for any 
Inv. Co. either as principal or agent, to 
transact any business, in form or char- 
acter similar to that set forth in Sec. 1 of 
this act, except as is provided in Sec. 2 of 
this act, until it shall have filed the papers 
and documents above provided for. No 
amendment of the charter, Arts. of incor- 
poration, constitution and by-laws of any 
such Inv. Co. shall become operative until 
a copy of the same has been filed with the 
Com. as provided in regard to the original 
filing of charter, Arts. of incorporation, 
constitution and by-laws, nor shall it be 
lawful for any such Inv. Co. to transact 
business on any other plan than that set 
forth in the statement required to be filed 
by Sec. 2 of this act, or to make any con- 
tracts other than that shown in the copy 
of the proposed contract required to be 
filed by Sec. 2 of this act, until a written 
statement showing in full detail the pro- 
posed new plan of transacting business 
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and a copy of the proposed new contract 
shali have been filed with the Com., in like 
manner as provided in regard to the 
original plan of business and proposed 
contract, and the consent of the Com. 
obtained as to making such proposed new 
plan of transacting business and proposed 
new contract 

Sec. 7. AGENT TO REGISTER. —Any 
Inv. Co. may appoint one or more agents, 
but no such agent shall do any business 
for said Inv. Co. in this state until he shall 
first register with the Com. as agent, for 
such Inv. Co., and for each of sych reg- 
istrations there shall be paid to the Com. 
the sum of $5. Such registration shall 
entitle such agent to represent said Inv. 
Co. as its agent until the Ist day of Mar. 
following, unless such authority is sooner 
revoked by the Com.; and such authority 
shall be subject to .revocation at any time 
by the Com. for cdfise appearing to him 
sufficient. 

Sec. 8 INVESTMENT COS. TO 
FURNISH STATEMENTS.— Every Inv. 
Ca.., domestic or foreign, shall file within 
60 days after the close of business on Dec. 
31st of each year, and at such other times 
as required by the Com., a statement veri- 

by the oath of a member of the co- 
partnership or Co., if it be a co-partner- 
ship or Co., or by. the oath of a duly au- 
thorized officer, 1f it be an incorporated 
or an unincorporated Asso., setting forth 
in such form as may be prescribed by the 
said Com., its financial condition and the 
amount of its assets and liabilities, and 
furnishing such other information con- 
cerning its affairs as said Com. may re- 
quire. Each regular statement shall be ac- 
companied by a filing fee of $2.50. Any 
Inv. Co. failing to file its report as herein 
provided or failing to file any other or spe- 
cial report hercin required within 30 days 
after receipt of request or requisition 
therefor, shall forfeit its right to do busi- 
ness im this state. 
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Sec. 9. BOOKS OF INV. COS.— The 
general accounts of every Inv. Co., domes- 
tic or foreign, doing business in this state, 
shall be kept by double entry, and such Co., 
its co-partners or managing offers, shali 
at least once in each month make a trial 
balance of such accounts, which shall be 
recorded in a book provided for that pur- 
pose; such trial balances and all other 
books and accounts of such Co. shall at all 
times during business hours, except on 
Sundays and legal holidays, be open to the 
inspection of stockholders and to the Com. 
and his deputies. 

Src. 10. SUPERVISION AND CON- 
TROL OF INVESTMENT COS.— The 
Com. shall have general supervision and 
control, as provided by this act, over any 
and all Inv. Cos., domestic or foreign, 
doing business in this state, and all such 
Inv. Cos. shall be subject to examination 
by the Com. or his duly authorized depu- 
ties at any time the Com. may deem it ad- 
visable and in the same manner as is now 
provided for the examination of state 
banks. The rights, powers and privileges 
of the Com. in connection with such ex- 
amination shall be the same as is now- pro- 
vided with reference to examination of 
state banks; and such Inv. Co. shall pay a 
fee for each of such examinations of not 
to exceed $10 for each day or fraction 
thereof plus the actual traveling and hotel 
expenses of said Com. or deputy that he is 
absent from the seat of government for 
the purpose of making such examination, 
and the failure or refusal of any Inv. Co. 
to pay such fees upon the demand of the 
Com. or deputy while ‘making such exam- 
ination shall work a forfeiture of its rights 
to do business in this state. 

Sec. 11. RECEIVERS.— Whenever it 
shall appear to the Com. that the assets of 
any Inv. Co. doing business in this state 
are impaired to the extent that such assets 
do not equal its liabilities, or that it ts con- 
ducting its business in an unsafe, inequi- 
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table or unauthorized manner, or is jeop- 
ardizing the interest of its stockholders or 
investors in stocks, bonds or other securi 

ties by it offered for sale, or whenever any 
Inv. Co. shall fail or refuse to file any 
papers, statements or documents required 
by this act, without giving satisfactory 
reasons therefor, said Com. shall at once 
communicate such facts to the Atty-Gen. 
who shall thereupon apply to the supreme 
court or to the circuit court where such 
Co. is located or is doing business, or to a 
judge of either of said courts for the ap- 
pointment of a receiver to take charge of 
and wind up the business of such Co. and 
if such fact or facts be made to appear it 
shall be sufficient evidence to authorize 
the appointment of a receiver and the mak- 
ing of such orders and decrees in such 
cases as equity may require. 

Src. 12. PENALTIES FOR FALSE 
STATEMENTS.—Any person who shall 
knowingly or wilfully subscribe to or make 
or cause to be made any false statements 
or false entry in any book of such Inv. Co., 
or exhibit any false paper with the inten- 
tion of deceiving anv person authorized to 
examine into the affairs of such Inv. Co., 


‘or shall make or publish any false state- 


ment of the financial condition of stich 
Inv. Co., or the stocks, honds or other 
securities by it offered for sale, shall he 
deemed guilty of a felony, and upon con- 
viction thereof shall be punished by im- 
mrisonment in the penitentiary not exceed- 
ing 10 years of in the county jail not ex- 
ceeding 6 months or by a fine of not less 
than $200 nor more than $1,000 or by both 
such fine and imprisonment. 

Src. 1a. PENALTY FOR NON-COM- 
PLIANCE WITH ACT.—Any person or 
persons, agent or agents, who shall sell or 
attempt to sell the stock, bonds or other 
securities Of any Inv. Co., domestic or for- 


- eign, or the stock, bonds or other securi- 


ties by it offered for sale, who have not 
complied with the provisions of this act, 
S 
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or any Inv. Co., domestic or foreign, which 
shall do any business, or offer or attempt 
to do any business, except as provided in 
Sec. 2 of this act, which shall not have 
complied with the provisions of this act, or 
any agent or agents who shall do or at- 
tempt to do any business for any Inv. Co., 
domestic or foreign, in this state, which 
agent is not at the time duly registered and 
has fully complied with the provisions of l 
this act, shall be deemed guilty of a misde- 
meanor, and upon conviction thereof shall 
be fined for each offense not less than $100 
nor more than $5,000, or by imprisonment | 
in the county jail for not more than 90 
days, or both such fine and imprisonment. 
Sec. 14. FEES, DEPUTIES AND 
CLERKS’ SALARIES.— All fees herein 
provided for shall be collected by the Com. 
and by him shall be turned into the state 
treasury, and all fees so turned into the 
treasury, or so much thereof as may be 
necessary, are hereby re-appropriated to 
the Com. for the purpose of paying all 
salaries and expenses necessary for carry- 
ing this act into effect; and the Com. is 
hereby authorized to appoint such clerks 
and deputies as are actually and absolutely 
necessary to carry this act into full force 
and effect. Such [clerks], and deputies 
shall receive the same salaries as now pro- 
vided by law as other clerks and deputies 
in the Dept. of the Com. All money actu- 
ally and necessarily paid out by the Com. 
to any clerk or deputy appointed under 
this act, as salaries, or any money actually 
and necessarily paid out by the Com., or 
by any clerk or deputy appointed under 
this act, for traveling or incidental ex- 
penses shall be paid by the state treasury 
[treasurer] out of such fees upon the 
state auditor’s warrants, to be issued upon ! 
sworn vouchers containing an itemized ac- X 
count of such salaries and expenses. | 
Sec. 15. REPEALS.—AII acts or parts 
of acts in conflict herewith are hereby re- 
pealed. | 
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MONTANA. 
Law 1913, C. 85 


SacTION 1, The name “Investment Com- 
pamy” as used in this act shall include: 

Ewery Corp. Co., co-partmershap or Assn. 
whether Incorp. or Unincorp. except as 
otherwise provided in this Act which shall 
hereafter engage in the business of sell- 
ing or repairing or negotiating for the 
sale of, or of taking subscriptions for 
any stock, bonds or other securities af 
and kind or character issued by any other 
Corp., Co., co-partnership or Assn. (other 
than bonds of the U. S.„ State, Ca or 
Municipal bonds or warrants, stock of 
State or Nat. Bk. located in the State of 
Montana, Bl’dg. and Loan Assn., Corp. not 
organized for profit, by notes seoured by 
mortgages for real estate located in the 
State of Montana), to any person or per- 
sons in the State of Montana. 

2. Every Corp., Co., co-partnership or 
Assn. which shall outside of the county in 
which such land ts located sell, offer or 
negotiate for the sale of any contract for ; 
deed, bonds for deed or other papers by 
whatsoever names such instruments may 
be designated, not originally issued by 
such Corp., Co., co-partnership or Assn., 
providing that when certain payments are 
made or certain conditions fulfilled a deed 
or title will be delivered to certain parts 
Or parcels of land. 

3. This Act shall not apply to any person, 
back. Corp., co-partnership or Assn. of 
Mont. selling stock or securities actually 
owned by said person, Corp., co-partner- 
ship or Assn., provided that they shall not 
be engaged in the brokerage business of 
uying and selling stocks for securities 
ner shall this be so construed so as to 
Prevent any Corp. either foreign or domes- 
tic from selling its own stock, bonds or 
securities thru an afficer or agent of such 
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Corp. providing that 34 or more of the 
assets of said Corp. shall consist of prop- 
erties situated within the State of Mont. 

Sec. 2. The name “Stock-broker” as 
used in this Act shall include every person 
set of persons, Assn., Cos., co-partnership 
or Corp., who shall, in the State of Mont., 
engage in the business of dealing in stocks, 
bonds or other securities covered by this 
Act, selling or offering or negotiating for 
the sale thereof, or under-writing or pur- 
chasing such securities and reselling them 
to amy person or persons, at a Com. or 
profit. 

Sec. 3. The name “ Domestic” as used 
in this Act shall apply to those Invest. Cos. 
or stock-brokers Incorp. under the laws of 
Mont. or having their principal office in 
the State of Mont., and the word “ for- 
eign” shall apply to those Incorp. under 
the laws of another state, or foreign coun- 
ay or having their principal office outside 
ot the State of Mont. 

Sec. 4. The name “ Agent” as used in 
this Act shall include any person who shall 
act for any Invest. Co. or stock-broker 
in offering for sale, taking subscriptions 
for or negotiating for the sale, or selling 
any securities for any Invest. Co. or stock- 
broker, either as an employee on a salary 
basis or for a Com. 

Sec. 5. It shall be unlawful for any 
Invest. Co. or stock-broker, or any repre- 
sentative thereof, to sell, offer for sale, 
take subscriptions for or negotiate for the 
sale in any manner whatsoever, of any 
stocks, bonds or other securities of any 
kind or character, other than those 
exempted from the provisions hereof by 
the definitions herein provided, without a 

ermit from the State Invest. Comr. as 

ereinafter provided. 

Investment Companies. Sec. 6. Be- 
fore securing such permit it shall be neces- 
sary for each and every Invest. Co. to 
file in the office of the Invest. Comr., to- 
gcther with a filing fee of $25, the follow- 
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ing papers, documents, etc., together with 
such other information and documents as 
said Invest. Comr. shall deem necessary 
in each case, to-wit: , | 

1. An itemized statement of its actual 
financial condition and the amount of its 
properties and liabilities. | 

2. A copy of all contracts, bonds or other 
securities which it proposes to make with 
or sell to its contributors. a, 

3. Sample copies of all literature or 
advertising matter used or to be used by 
such Invest. Co. 

4. A copy of its constitution and by-laws, 
or articles of co-partnership or Assn. 

5. If it shall be an Incorp. Invest. Co., it 
shall also file a copy of its charter, and if it 
be a foreign Invest Co., such copy shall 
bear the C’t’f of the Sec. of State, or other 
state officer having custody of such records, 
that it is a true, complete and correct 


copy. 

Sec. 7. All of the above described papers 
shall be verified by the oath of a duly 
authorized member of a co-partnership or 
Assn., if it be a co-partnership or Assn., 
and by the oath of the Pres. and Sec., if it 
be Incorp., provided that the Invest. Comr. 
Shall have the powcr to require such offi- 
cers to make affidavit to such other 
reports or information as he may call for. 

Sec. 8. Every foreign Invest. Co. shall 


also file its written consent, in such form 


as may be approved by the Invest. Comr., 
that actions may be commenced against it, 
in the proper court of any Co. in this 
State in which a cause of action may arise 
or in which the plaintiff may reside, by 
the service of process on the Invest. Comr. 
agreeing that such service of process on 
the Invest. Comr. shall be taken and held, 
in all courts, to be as valid and binding 
as if due service had been made upon the 
Co. itself, according to the laws of this 
or any other state, and such written consent 
for service of process shall be irrevocable. 
Such written consent shall be accompanied 
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by a certified copy of an order or resolu- 
tion of the board of directors, trustees, 
owners or managers of such Invest. Co. 
authorizin ing the execution of same. When. 
a case shall be brought, the summons shall 
be directed to the Invest. Comr., and shall 
require the defendant to answer by a cer- 
tain day, not less than 40 days nor more 
than 60 days from the date thereof. Said 
summons shall be forthwith forwarded’ by 
the clerk of the court to the Invest. Comr.,’ 
who shall immediately forward a copy 


_ thereof to the Sec. of the Corp. sued, 


by registered mail, and thereupon the In- 
vest. ‘Co omr. shall make return of said sum- 
mons to the court whence it issued, show- 
ing the date of its receipt by him, ‘the date 
of forwarding such copy, the name and 
address of the person to whom he for- 
warded said copy, and the costs of service 
and return thereof, which in each case 
shall be $2.50. Such return shall be under 
his hand and seal of office, and shall have 
the same force and effect as a due and 
sufficient return made by the sheriff on 
process directed to him. The Invest. Comr. 
shall keep a suitable record book, in which 
he shall docket each action commenced. 
against a foreign Invest. Co. as aforesaid. 
This record shall show the court in which 
the suit is brought, the title of case, the 
time when commenced, the date and manner 
of ‘Service, and the date of payment of 
fee taxed as costs in the case. 

Sec. 9. It shall be the duty of the Invest. 
Comr. to examine the statements and docu- 
ments so filed, and if said Invest. Comr. 
shall deem it advisable, he shall make or 
have made a detailed examination, audit 
an investigation of such Invest. Co’s affairs, 
providing that such Invest. Co. may 
at its option, in writing, refuse to have 
such investigation made, in which event 
said Invest. Comr. shall reject its applica- 
tion. If he finds that such Invest. Eo. is 
solvent, that its articles of Incorp. or Asso., 
its constitution and by-laws, its pronased 
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flancof business. and proposed contracts, . 
contain andnprovide for a fair, just and.: 
equitable plaa for. thd.transaction of. busis.. 
ness; and: in: his judgtpest promises.a fair- 
returm on the stocks, bands; or; otbesr se- - 
curities by:it offered: for salę,» the Invert. 
Com: shall: issue. to .such ,Invest...Co.:-a . 
statement, entitling -it to sell:suela securities: - 
in-tthe State of Mont., and. reciting thas: 
sueh Co. has - .complied iwith : the: pron; 
visiens: of. this,Act, that detailed. ‘informas.:- 
tian:in regard: to the:Co.-and its: securities - 
is ‘on:fle in:ghe invest. Camr's offiec, that. . 
such Lnomest.: Co. is permitted: to da business -.. 
in::this State; and such statement shall: ) 
also. recite: in. bold. ‘type that the. Invest.:: 
Comn in no wise recommends.:the -securi- --. 
ties: to: be.offered: for.sale by such. dnvest-.: 
Co... Suck: permit, however, shall: be: sub- - 
ject to revocatiomat any time bv the Invest: - 
Comr, for -cause to dAim:suficiemt. -But df 
said:Invest. Comr. finds that such articles. : 
of. Incorp.::or. Asso., charter, -constitution 1: 
and- by-laws; plan-of business: or ‘proposed: « 
contract).contain any provision that is un-: 
fair, unjust, inequitable: or oppressive, to: 
any-clasa .of contributors, orif :he decides: ; 
fromuhis investigation; or: examination of: ` 
its. affairs that. said Invest.: Co. is not sol-,. 
vent, ‘or does: nat: intend to. do a fair:and::: 
hanest «business; or in his: judgmest-dogs-: 
not-.prpmise.a fair return oni the stocks, : 

“or other: securities: by -it offered: fonise 
salgi- then- he. shall:inot: grant. such Ca... 
a permitas herein provided. and shadl: natify. : 
satd: Co. -in writing of his decision. 

i brokers, - Sec: 10; The- foregoing: 
6,.7, 8 and 9 shail: apply to- stock brokers; 
providing ithat..stock brokers shall not be»: 
required:to file a copy of each. stack, bond: 
or -other security it shall: handle, ‘and; dhat:;- 
said ‘Invest. Comr. shall: make: special :in-. 
vestigation and ascertain. the- reputation 
of-such.stock- broker; especially as: O en 
class -of.. stocks, bands and other securities - 
hamdled by such broker, and that the.grante . 
ing: of.a permit of such stock, broker. shall," 
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be further contingent upon such stock 
broker having the reputation of handling 
such stocks, bonds and other securities as. 
said Invest. Comr. shall decide to. be good 
legitimate investment. Such permit shall 
entitle such stock broker to handle such. - 
stock, bonds and other securities in the 
State of Mont. as are not objected to by 
the Invest. Comr., providing that such 
stock broker shall file on the first day of 
each month a list of the stocks, bonds and . 
other securities on bonds for sale, and 
handled by it during the preceding month; 
and providing further, that said Invest. 
Comr. shall have authority to prohibit said 
stock broker from handling any such issues 
at any time, or to cancel said broker’s per- .- 
mit at any time he decides that said broker 
is not handling such securities as: he deems. - 
good legitimate investments. 

Sec. 11. An appeal may be taken from 
the decision of the Invest. Comr. refusing 
to grant a license to any Invest. Co. or 
stock broker, to the State Board of Ex- 
aminers of this State. Such appeal shall 
be taken by filmg with said State Board of 
Examiners am application for a hearing on 
its case. When such hearing is set, it shal} 
be the ay of the Invest. Comr. to pro- 
duce for the inspection and consideration 
of the State Board of Examiners all papers 
regarding such company on file in his office 
and other information, and such State 
Board of Examiners shall have atthority 
to call for any additional information ‘it 
may desire under oath from the company 
or stock broker under consideration. If 
said State Board of Examiners shall re- 
verse the decision of the Invest. Comr, it 
shall so notify him in writing, and it shalt 
then become the duty of the Invest. Comr. 
to forthwith issue said applicant a permit. 

Sec. 12, No amendment of the charter, 
articles of Incorp. constitution or by- 
laws of any such Invest. Co. shall become 
operative until a copy of the same has been 
filed with the Invest. Comr. as provided in 
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regard to the original filing in Sect. 6 of 
this Act, nor shall it be lawful for such 
Invest. Co. to transact business on any 
other plan than set forth in its application, 
or to make any contracts other than that 
shown in copy of proposed contract re- 
quired under Sect. 6 of this Act, until a 
written statement showing in full detail 
the proposed new contract shall have been 
filed with the Invest. Comr., in like manner 
as provided in regard to the original plan 
of business and proposed contract, and 
the consent of the Invest. Comr. obtained 
as to making such proposed new plan of 
business or contract. 

Sec. 13. Any Invest, Co. or stock broker 
may appoint one or more agents, but no 
such agent shall do any business as pro- 
vided in this Act for said Invest. Co. or 
stock broker in this State until he shalt 
be registered with the Invest. Comr. as 
an agent of such Invest. Co. or stock 
broker, and for each of such registrations 
there shall be paid to the Invest. Comr. thé 
sum of $1, and said: Invest. Comr. shall 
issue to each agent so registered an indi- 
vidual permit, entitling him to represent 
such Invest. Co., or stock broker in the s 
State of Mont. as its agent until the rst %) 
day of March following, when it shall be ` 
necessary to re-register suċh agent. Such 
permit, however, shall be subject to revoca- 
tion at any time by the Invest. Comr. for 
cause appearing to him sufficient. 

Sec. 14. Every Invest. Co. or stock 
broker licensed under this Act shall file 
at the close of business Dec. 3rst, of each 
year, and such other times as required by 
the Invest. Comr., a statement setting forth. 
in such form as may be prescribed by said 
Invest. Comr, its financial condition, 
amount of its properties and liabilities, and 
such other information cóncerning its af- ! 
fairs as said Invest. Comr. may require. 
Each such statement shall be accompanied 
by a filing fee of $2.50. Any Invest. Co. 
or stock broker failing to file its report 
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as herein provided within 10 days of the 
dates herein specified, or failing to file 
any special report within 30 days after 
receipt of request from the Invest. Comr. 
thereof, shall forfeit its right to do business 
in this State by reason thereof. 

Sec. 15. The general accounts of every 
Invest. Co., domestic or foreign, doing busi- 
ness in this State; shall be kept in such 
manner and form as may be prescribed 
by. the Invest. Comr. and all books, papers, 
business, methods and affairs of suc 
Invest. Co. shall be at all times subject to 
inspection and investigation by said Invest. 
Comr. or any person thereto by said Comr. 
authorized aad designated for the purpose 
of enforcing the provisions of this Act, 
The Invest. Comr. shall have the power of 
a court of general jurisdiction to enforce 
the attendance of witnesses and production 
of evidence by subpcena, attachment and 
punishment, which said power shall extend 
throughout the State; said Comr. shall 
have power to take testimony under de- 
position either within or without the State. 

Sec. 16. The Invest. Comr. shall have 
general supervision and control, as pro- 
vided by this Aet, over any and all Invest, 
Cos. and stock brokers, domestic or foreign, 
licensed under this Act, and all such Invest. 
Cos. or stock brokers shall be subject to 
Exam. by the Invest. Comr. or his duly 
authorized agents, or deputies at any time 
the Invest. Comr. may deem it advisable 
and in the same manner as is now pro- 
vided for the Exam. of State banks. The 
rights, powers and privileges of the Invest. 
Comr. in connection with such Exam. shall 
be the same as is now provided with ref- 
erence to the Exam. of State banks. Such 
Invest. Co. or stock broker shall pay a 
fee for each Exam. made by said Invest. 
Comr., or his deputies or agents, of not 
to exceed $10 for each day or fraction 
thereof plus the actual traveling and hotel 
expenses of said Comr., or his agent or 
deputy, that he is absent from the Capitol 
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Bldg. for the purpose of making u 
Exam., and ‘thé’ ‘failure’ or  tefusaf © 
any Invest. Co. or stock broker to pay such 
fees upon the demand ‘of thé Tavest Come 
or his deputy or agent, while making Stich 
Exam., shall work'a forfeiture ‘of ‘his or 
its right to do business in this State. * ` 
Sec. 17: It shall be unlawful for any 
Invest. Co. or stock broket or his‘ or ‘its 
agent to issue, circulate or delivéf‘any ad- 
vertisement, pamphlet; circular or ‘other 
document in regard to his òr its stocks, 
bonds or other securities in''thé Stafe ‘of 
Mont. until after such Invest. Co. or stock 
broker shall ‘have been licensed to self his 
or its securities in the State of Mont. as 
provided in this Act, and it shall be unlaw- 
ful for any sych licensed Invest. Co.’ or 
stock broker or his or its agent to issue, 
circulate or deliver any such advertisem#ht, 
pamphlet, circular or other document,’ un- 
less the same shall be'signed and''beat' a 
serial nuinber ‘and a copy tHereof first 
filed with the Itivest. Comr. and the ap- 
proval of the Invest. Comi: obtaitied 
thereto, nor ‘shalf it be lawful for such 
nvest. Co. or ‘stock broker or his of ‘its 
agent to issue, circulate or deliver such ad- 
vertisement, etc., after he or it has been 
notified of objection thereto by sald Invest. 
Comr. : ore ` 
Sec. 18. Whenever it shall appear to the 
Invest. Comr. that the assets of ‘any Invest. 
Co. doing business in’ this State are‘ im- 
paired to the extent that such assets do not 
equal its liabilities, or that it is conducting 
its business in an unsafe, ineq itale ‘or 
unauthorized manner, or is jeopatdizing 
the interests of ‘its stockholders or the ‘in- 
vestors in stocks, bonds or ‘other securities 
by it offered for sale,’ or whencver ‘any 
Invest. Co. shall refuse to file’ any papers, 
statements orf documents required ‘under 
this Act, or shall refuse to permit an Exam. 
by said Invest. Comr., or his deputies’ or 
agents, as provided in this Act,’ without 
giving Satisfactory reasons therefor, Said 


9 


PZA 


4 


MONTANA. Blue Sky Laws. 


Invest. Comr. shall at once cancel its per- 
mit, and if he shall deem advisable, shall 
communicate such facts to the attorney- 
general, who shall thereupon at once make 
an investigation, and if the facts as pre- 
sented to him by the Invest. Comr. are 
substantiated, he shall thereupon apply to 
a court of competent jurisdiction for the 
appointment of a receiver to take charge 
of and conclude the business and affairs 
of such Invest. Co., and if such fact or 
facts be made to appear it shall be suff- 
cient evidence to authorize the appointment 
of a receiver and the making of such orders 
and decrees in such cases as equity may 
require, 

Ec. 19. All papers, documents and other 
instruments filed with said Invest. Comr. 
under this Act shall be subject to inspec- 
tion of any one affected by this Act upon 
application therefor, except that the Invest. 
Comr. may, in his discretion, withhold any 
information relating to the affairs of any 
Invest. Co. or stock broker that, in his 
judgment, is not required for the best in- 
terests of its stockholders and the public 
welfare. 

Sec. 20. It shall be unlawful for any 
Invest. Co., after it has been granted a 
permit under the provisions of this Act, 
to issue, sell or distribute any stocks, bonds 
| or other securities for promotion or for 

any other causes, or on any other condi- 

tions than those set forth in its applica- 
m tion, without first securing the approval 
eo of the Invest. Comr. therefor. Neither 

| shall it be lawful for any Invest. Co., after 
it has been granted a permit under the pro- 
visions of this Act, to pay any dividends 
in stocks, bonds or other securities without 
the approval of the Invest. Comr. ( 

Sec. 21. Any person who shall know- 
ingly or wilfully subscribe to, or make or 
cause to be made, any false statements or 
false entry in any book of such Invest. 
Co. or stock broker, or exhibit any false 
paper with the intention of deceiving any 
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person authorized to examine into its af- 
fairs, or who shall make or publish any 
false or misleading statements of #s finan- 
cial condition or of the stocks, bonds or 
other securities by it offered for sale, shall 
be deemed guilty of a felony, and, upon 
conviction thereof, shall be fined not less 
than $200 nor more than $10,000, and shall 
be imprisoned for not less than one year 
nor more than 10 years in the State 
penitentiary. 

SEC. 22. Any person or persons, agent or 
agents, Invest. Co. or stock broker who 
shall violate any of the provisions of this 
Act shall be deemed guilty of a felony, 
and upon conviction thereof shall be fined 
for each offense not less than $100, nor 
more than $10,000, or by imprisonment in 
the State penitentiary for not less than 90 
days nor more than one year, or by both 
such fine and imprisonment. 

Sec. 23. All fees herein provided for 
shall be collected by the Invest. Comr. and 
by him shall be turned into the State Treas- 
ury, and all fees so turned into the State 
Treasury are hereby reappropriated to the 
Invest. Comr. for the purpose of paying 
all salaries and expenses necessary for the 
proper carrying this Act into effect; and 
the Invest. Comr. is hereby authorized to 
appoint such clerks, deputies and agents as 
are actually and absolutely necessary to 
carry this Act into full force and effect, 
none of whom shall be related by blood or 
marriage to such Invest. Comr. or any of 
his deputies, or agents. All money actually 
and necessarily paid out by the Invest. 
Comr., or any clerk, or deputy or agent, 
appointed under this Act, as salaries, or 
any money actually and ‘necessarily paid 
out by the Invest. Comr., or by any clerk 
or deputy or agent appointed under this 
Act, for traveling or incidental expenses 
shall be paid by the State Treasurer out 
of such fees upon the State Auditor's war- 
rants, to be issued upon sworn vouchers 
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containing an itemized account of such 
salaries and expenses. 

Sec. 24. The office of Invest. Comr. is 
hereby created and the State Auditor of 
Mont. is hereby made and constituted ex- 
officio Invest. Comr. 

Sec. 25. Should the courts declare any 
Sec. of this Act unconstitutional or 
unauthorized by law or in conflict with any 
other section or provision of this Act, 
then such decision shall affect only the 
Sec. or provision so declared to be un- 
constitutional or void and shall not affect 
any other section or part of this Act. | 

Ec. 26. No Invest. Co. or stock -broker 

as defined in this Act, now organized, or in 

rocess of organization in this State, shall 

be compelled to comply with the provisions 
of this Act until January 1, 1914. 

Sec. 27. All acts and parts of Acts in 
conflict herewith are hereby repealed, in 
so far as they conflict with this Act. 

Sec. 28. This Act shall take effect and 
be in force from and after its passage and 
approval by the Governor. 
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NEBRASKA. 
Session Laws 1919. 


Copy in new law of Ig19 taking the 
place of the law in Rollins. A complete 
change from old law; alteration impossible. 

SEcTION I. Definition of terms, The 
term “securities” as used in this article 
shall be taken to mean stock certificates, 
shares, bonds, debentures, C’t’f’s. of par- 
ticipation, or other instruments in the na- 
ture thereof, by whatsoever name known 
or called, or undivided interests in the 
capital, property, assets, profits or business 
of any Corp., partnership joint stock Co., 
declaration of Tr. Assoc. or other Assoc., 
or individual. 

The term “ stock” shall mean and include 
all shares or undivided Ints. in the capital, 
property, assets, profits or business of any 
Corp., partnership, joint stock Co., or other 
Assoc. or individual, whether evidenced by 
wr:tten or printed C’t’f’s or not. 

The term ‘‘ person” shall include every 
Corp., partnership, joint stock Co., declara- 
tion of Tr. Assoc., and every other char- 
acter of Assoc. and every individual, 
whether such Corp., partnership, joint stock 
Co. or Assoc. is foreign or domestic and 
whether such individual is a resident or 
non-resident of this state. 

Sec. 2. Securities exempt. The pro- 
visions of this Art. shall not apply to the 
disposal of securities; (a) To a licensee 
under this Art.; nor shall they apply to 
(b) Bonds of a municipality, government 
or governmental agency; (c). Bonds or 
notes secured by rst Mtg. liens upon real 
estate; (d) Stock and securities issued by 
Nat. banks; (e) Stocks and securities 
issues by state banks, Ins. Cos., Bldg. and 
loan Assocs. and Tr. Cos., when such 
Corps. are legally authorized to do busi- 
ness in this state; (f) Stocks and securities 
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issued by authority of the Nebraska State 

Rwy. Com.; (g) Stocks and securities of 
domestic Corps. or’ Asso¢s. organized not 

for profit, but solely for religious, educa- j 
tional ọr charitable purposes; (h) Stocks 4 
and seturities atquited by thé ownér in ` 
the usual course’ of’ businéss’, owned and | 
held in good faith, and’ sold ini the wiualt ! 
course of business whén the expenses of | 
sale shall not directly or indirettly, excééd ! 
2% of the sale rice, . 

SEC. $ Permits required. Every pér- 
son, before selling or negotiating fot the 
sale of any securities not specially ex- 
empted from the provisions of this Art., | 
shall apply to the Dept. for a pèrmit itt 
the manner hereinafter set forth. : 

Sec. 4. Application for permit’ avid’ ac- 
companying exhibits. No persón éither 
as principal, or through brokers of agents, 
shall sell or offer for sale or, by méans 
of any advertisement circular or prospectus, 
or by any other form of public offering, 
attempt to promote the sale of any securi- 
ties in this state, unless there shal? first 
have beer filed with the departrtiént (1) 

A verified written application sétting forth 
the ndme of the applicant; thé names and 
addresses of dll stockholders and subscrib- 
ers for stock, the amount of stock hetd 
or subscribed for by each, a statement of 
the assets and liabilities of thé appTicamnt, 
the total amount óf such securities, and 
of all securities prior in time and s&périor 
in intérest or lien, thé ndfure Of fhe busi- 
ness transacted or to be transacted, the 
amounts and Kinds óf stock desiréd to bé 
issued and such other information as thé 
department may require; (2) A cdpy of 
the securities to be offéred; (3) Hf suth 
securifiés are secured by Mtg. or other liéh, 
a, copy of such Mtg: or of the itstrament 
creat-ng such lien, and a competént ap- 
prdisal or vAluation of the property cévered 
thereby, with a specific statement of all 
prior fteris thereon, if any; (4) A full 
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statement relative to the character or value 
of such securities or of the property or 
ecrning power of the Co. making or issu- 
ing or guaranteeing the same; (5) A copy 
of any advertising matter which is to be 
used in connection with such promotion, 
and no advertising matter shall be used 
unless a correct copy of the same shall 
have been filed as herein provided; (6) 
The names and addresses of any and all 
agents by or through whom such securities 
are to be sold, and no agent shall be em- 
ployed unless such information shall have 
becn filed, and unless there shall have been 
paid into the state treasury a registration 
fee of $1 for each such agent, which fee 
shall be payment in full of all fees for 
registration of such agent until and includ- 
ing the 1st day of March next following; 
(7) A statement showing in detail the 
plan on which the business or enterprise is 
to be conducted; (8) A true copy of the 
articles or agreement of incorporation or 
co-partnership, together with a copy of the 
charter and by-laws, if the securities be 
issued by a Corp. 

Sec. 5. License fees. The application 
shall be accompanied by a receipt from the 
state treasurer for $10 for co-operative Cos. 
and all other organizations coming within 
the provisions of this article having a 
capital not exceeding $25,000 and a receipt 
for $25 in all other cases. 

Sec. 6. Forms prescribed by depart- 
ment. The Dept. shall prescribe the forms 
of applications and the forms of all other 
blanks and documents to be used in con- 
nection with the administration hereof. 

Sec. 7. Examination by department — 
expense. The Dept. shall make a careful 
examination concerning the application and 
such other matters as it may deem neces- 
sary. The expenses of such examination 
shall be borne by the applicant who shall 
make a sufficient deposit to cover such 
expenses. 
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Sec. 8. Public hearings. When de- 
manded a public hearing ‘shall be had upon 
the application as soon as may be after 
the examination by the Dept. at which 
hearing witnesses may be heard on behalf 
of the applicant, the Dept., or any person 
desiring to resist the application. 

Src. 9. Power of department to sub- 
poena. The Dept. shall Have authority to 
issue subpoenas to bring witnesses from 
any part of the state, and such witnesses 
shall receive the same fees' and mileage as 
witnesses in the district court. Any per- 
son who shall fail’‘fo obey a subpoena so 
issued, shall be déemed guilty of a misde- 
meanor, and, upon conviction thereof, be 
fined in the sum of $100. 

Sec. ro. Permit — when issued. If the 
Dept. find that the appli¢dnt has complied 
with all the requirements of law, and ‘that 
there is no fraud'‘in the proposed plan of 
organization or'of doing business, or in 
the proposed sale of Securities; the Dept: 
shall issue to the applicant a permit to sell 
stock and securities for I year, in su¢h 
amount as the Dept. mdy determine. No 
stock shall be sold at less than par valite 
or above par, except: with the permission 
of the 'Dept., and ‘afl stéck must be’ paid 
for ¢ither in mònéy, in property, or in 
services at their attual ‘matket value. No 
watered or bonus: stock or security shail 
be issued.’ All common and preferred stock 
shall have equal voting power.” ' 

Sec. 11. Bond — when required. The 
Dept., as a condition ptécedert to‘the issu- 
ance of’ any pérmit heréin provided for, 
may require all officers, agents and persons 
handling moneys of: the applicant’ to be 
sufficiently bondéd: 

Sec." rzi Perit when required. If 
the “Dept. shall find‘ thatthe “applicant is 
insolvént or has not complied with all the 
requiréments of law, or that there is fraud 
in the proposed plan of doing business or 
in the sale of securitiés, or that the appli- 
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cant has not sufficient net assets on which 
to base an issue of stock or securities, such 
application shall be denied. 

Sec. 13. Appeals. An appeal may be 
taken, by any person interested, from any 
order of the Dept. to the district court 
of Lancaster County, Nebraska, as appeals 
are taken from boards of county commis- 
sioners. 

Sec. 14. Changes in articles of incor- 
S oe to department. No 

usiness shall be transacted or attempted 
to be transacted after any change in the 
Arts. of Incorp. or Assoc., without notice 
to and the approval of the Dept. 

Sec. 15. Appointment of agents. When 
a permit shall have been granted to any ap- 
plicant, such applicant may appoint agents 
to sell its stock or securities by making ap- 
plication to the Dept. accompanied by a 
receipt from the state treasurer for $1 and 
a showing that such agent is a proper 
person. 

Sec. 16. Expenses of marketing stock 
— how paid. The Dept. may authorize 
the use and expenditure of a reasonable 
percentage of the par value of stock or 
securities for the purpose of marketing the 
same but in no event shall the Dept. allow 
to exceed 15% of the par value of such 
stock or securities for such purpose. In 
addition thereto the Dept. may allow not 
to exceed 214% of the par value of such 
stock and securities to be used for the 
purpose of paying the expenses of organ- 
ization and promotion. 

Src. 17. Non-resident sellers of stock 
— power of attorney. Prior to issuing or 
selling any stocks or securities the appli- 
cant, if a non-resident of the State, and 
under the supervision of this Art. shall 
file with the Dept. an irrevocable power of 
attorney making the Sec. of the Dept. the 
attorney in fact of the applicant and all 
process issued in this State against the 
applicant in any Sec. instituted in the 
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county where the cause of action arose, 
may be served upon said attorney with 
same force and effect as if such applicant 
were a domestic company having its princi- 
pal office in such county. 

Sec. 18. Account filed. Every person 
within the purview of this Art. shall, 
while selling securities under the permit 
therein provided for, on or before March 
Ist, of each year, file with the Dept. a 
balance sheet and an income and property 
account for the year ending the 31st day 
of Dec. preceding, and shall, at any time, 
upon request of the Dept. file such a show- 
ing and submit to an examination of the 
records and affairs by the Dept. 

Sec. 19. Powers of department — re- 
vocation of permits. Except as other- 
wise specifically provided herein the Dept. 
shall have general supervision, regulation 
and control over the issuance of stocks and 
securities as defined in this Art. and shall 
have authority to revoke any permit 
granted, after notice and hearing for the 
infraction of any provision of this Art, 
or any order of the Dept. or for fraud or 
deceit in the sale of securities. 

Sec. 20. Unlawful to declare unearned 
dividends. No applicant receiving a per- 
mit under this Art. shall declare a Div. in 
any amount whatsoever, unless such Div. 
has been earned. 

Sec. 21. Power of department to insti- 
tate and prosecute civil actions. In ad- 
ministering this Art., the Dept. is author- 
ized and empowered to institute and prose- 
cute in its name all civil actions, both legal 
and equitable, including mandamus and 
quo warranto. 

Sec. 22. Employment of assistants. 
—The Dept. is authorized to employ such 
assistants as may be necessary to properly 
administer this article. It shall alse fix 
their compensation. 

Sec. 23. Violation — penalty. Any per- 
son within the purview hereof, failing to 
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file any statement required, shall be deemed 
guilty of a misdemeanor and shall be fined 
not more than $100 for each day in default. 
Any person refusing to ‘submit to the 
examination herein provided shall be 
deemed guilty of a misdemeanor, and shall 
be fined not less than $100. Any person 
selling or negotiating the sale of any stock 
or securities, not herein exempt, without 
a permit from the Dept. as herein pro- 
vided, shall be deemed guilty of a mis- 
demeanor and shall be fined not less than 
$100 nor more than $1000, and the sale or 
negotiating for sale of such share of stock 
and each security shall constitute a sepa- 
rate offense. 

Sec. 24. Conversion of funds to unau- 
thorized purpose — penalty. If any per- 
son as provided by this Art., shall after 
procuring a license to sell the stocks and 
Securities as provided herein, sell the 
same in accordance with the license pro- 
cured and shall thereafter convert the funds 
procured from such sale to a different pur- 
pose or in a different manner than that 
which was represented to the Dept. and 
upon which the license of the Dept. was 
issued, such person shall be guilty of a 
felony and upon conviction thereof shall 
be punished by imprisonment in the pen- 
itentiary for not less than I year nor more 
than I0 years. 
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NEW HAMPSHIRE 
Passed 1917 Session 


| Sec. 1 Umder this act, the term dealer 
shai mean any mdivtdual, partnership, 
Asso. er Coep. engaging in the selling or 
ofering for sale of securities, except to or 
threngh tie mediom of, or as agent or 
salesman of, a registered dealer. But sales 
made by or in behalf of a vendor im the 
ordmary course of bows fide personal in- 
vestmemsé of ins personal holdmgs or change 
ef such arvestments shall not constitute 
such vendor ov the agent of such vendor, 
i not otherwise engaged either permanently 
oc temporarily in selling securities, a 
dealer in securities. Nor shall the offer of 
or sale of its Own securities by an Asso. or 
x Corp to tts own members or stockhodders 
coastitute such Asse. or Corp. a dealer m 
securities nor in the case of the founda- 
tron of a N. H. Corp. oegamaed to do busi- 
ness within the state shali the offer of a 
sake gf its securities by seach Corp con- 
stitate it a. dealer m securitres. The term 
“securities” shalt meclude ail classes of 
stocks, beards, debentures or certificates of 


participation. 

Sec. 2. No dealer in securities shall in 
this state by direct solicitation or through 
agents or salesmen or by letter, circular or 
advertising, sell, offer for sale, or invite 
offers for or frquirres about securities 
urtess registered as a dealer under the pro- 
visiors of this act. No salesman or agent 
shalt m this state m behalf of any dealer, 
sell. offer for sale, or mvite offers for or 
imguiries abowt securities wrless registered 

as a salesmam oc agent of such dealer 
ander the provisions of this act. 

Sec. 3. Any dealer desiring registration 
shalt file written application therefor with a 
the insurance commmestoner accompanied TE 
by a registration fee of $25, the fee to be | 
returned if the application is not granted. | po 
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The application shall be in such form as 
may be prescribed by the Com’r and shall 
state in writing the principal place of busi- 
ness, the name or style of doing business, 
and the address of the dealer, the names, 
residences and business addresses of all 
persons interested in the business as prin- 
cipals, officers, directors or managing 
agents, specifying as to each his capacity 
and title, and the length of time during 
which the dealer has been engaged in the 
business. Every non-resident dealer shall 
file a power of attorney, irrevocable, prop- 
erly authorized, and with satisfactory C’t'fs. 
or other evidence of the authorization, ap- 
pointing the Com’r his agent for the service 
of legal process upon the dealer in any 
action in the courts of this state based upon 
or arising in connection with any sale of, 
attempt to sell, or advertising of securities 
in this state, or any violation of this act. 
Upon the filing of the application the 
Com’r shall forthwith give notice of the 
fact and date of such application and of 
the name, principal place of business and 
address of the dealer, by advertisement in- 
serted in one or more newspapers of gen- 
eral circulation. The registration C’t’f. 
shall not be issued before the expiration of 
2 weeks from the completion of such publi- 
cation. Any person may within such 2- 
weeks period file objection to the proposed 
registration. Each application shall be ac- 
companied by C’t’fs. or other evidence 
sufficient to reasonably establish the dealer’s 
good repute. The Com’r may make such 
other and further investigation thereof as 
he mav deem desirable. Upon being satis- 
fied of the dealer’s good repute the Com’r 
shall, in.case no objection to the proposed 
registration. be filed, register the dealer. 
If the Com’r shall not be satisfied of the 
dealer’s good repute or if, within the 2- 
weeks period succeeding the publication 
aforesaid, objection shall be made to the 
proposed registration, he shall give notice 
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of either fact to the dealer, and upon re- 
quest from the dealer shall fix a time and 
place for hearing of which 14 days’ notice 
shall be given by mail to the dealer and to 
the objectors; and at such hearing oppor- 
tunity shall be given to said dealer and to 
any other persons interested or objecting 
to offer further evidence as to the dealer’s 
character and repute. If satisfied as a re- 
sult of such hearing of the dealer’s good 
character and repute in business, the 
Com’r shall thereupon register the dealer. 
Upon registration of any dealer a registra- 
tion C’t’f. shall be issued stating the name, 
principal place of business and address of 
the dealer, the names, residences and busi- 
ness addresses of all persons interested in 
the business as principals, officers, directors 
or managing agents, and the fact that the 
dealer has been registered for the current 
calendar year as a dealer in securities. 
The C’t’f. shall in other respects be in such 
form as the Com’r may determine, but shall 
state in bold type that the Com’r does not 
recommend and assumes no responsibility 
for, securities offered by the dealer. Certi- 
fied copies of this C’t’f. shall be: furnished 
to the dealer at $1 each. Changes in the 
C’t’f. necessitated by changes in the per- 
sonnel of a partnership, or in the prin- 
cipals, officers, directors or managing 
agents of any dealer, may be made at any 
time upon written application to the 
Com’r, accompanied by statement of the 
facts necessitating the change upon the 
payment of the required fee of $1. Upon 
the issue of the amended C’t’f., the original 
C’t’f. and the certified conies thereof out- 
standing shall be promptly surrendered to 
the Com’r for cancellation. 

Sec. 4. Upon written application by a 
registered dealer, accompanied by a regis- 
tration fee of $10 for each person, the 
Com’r shall, if he is satisfied that they are 
suitable persons, register, as agents or 
salesmen of such dealer, such persons as 
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the dealer may request. The application 
shall be in such form as the Com’r may 
prescribe and shall state the residences 
and addresses of the persons whose regis- 
tration is requested. ‘he Com’r shall issue 
to each person so registered a registra- 
tion C’t’f. stating his name, residence and 
address, the name, principal place of busi- 
ness and the address of the dealer, and 
the fact that he is registered for the cur- 
rent calendar year as agent or as salesman 
(as the case may be) of the dealer. The 
C’t’f. shall in other respects be in such 
form as the Com’r shall determine, but 
shall state im bold type that the Com’r 
does not recommend or assume any re- 
sponsibility for securities offered by the 
dealer or the dealer’s agents or salesmen. 
Such registration of agents may be re- 
newed from year to year upon the request 
of the dealer and the payment of the 
registration fee of $10. Upon application 
by the dealer, the registration of any agent 
or salesman shall be cancelled. 

Sec. ‘5. All registrations of dealers or 
agents shall expire at the close of the 
calendar year, but new registrations of 
dealers for the sueceeding year shall be 
issved as of course without the filing of 
further statements or furnishing any fur- 
ther information, unless specifically re- 
quested by the Com’r, upon written appli- 
cation of the dealer and payment of a 
registration fee of $25 for each registra- 
tion. 

Sec. 6. The Com’r shall at least twice 
during each year publish in a state paper 
n list of the then registered dealers, and 
of their registered agents or salesmen, and 
shall also at any time on request by mail 
or otherwise inform any inquirer as to 
whether or not any individual, partner- 
ship, Corp. or Asso. is registered either as 
dealer. agent or salesman. 

Sec. 7. Any dealer may, and any per- 
son named in a registration C’t’f. as above 
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provided may, in behalf oi any dealer, sell, 


efter for saie or a oifers ior or in- 
uirees about securities in thus state, but 
shall at ail times wich so engaged carry 
with him the registration Cit., or a copy 
thereoi ceriined by the Com’r, wach shall 
at any time be shown to any prospective 
customer upon request. No dealer, agent 
or salesman shall advertise publicly the 
fact of his registration or use such fact 
or the registration C’t’f. in connection with 
any sale or effort to sell securities, except 
by statement of the fact or by exhibiting 
the Ctf. or a certihed copy thereof. 
Sec. 8. The Com’r may require a dealer 
to fle with him a list of the securities 
which he is at the time offering or is 
about to offer for sale, and if he deem it 
expedient he may require the filing of 
statements of assets, liabilities and earn- 
ings, or any other facts he may deem per- 
tinent in relation to any of the securities 
offered or to be offered by the dealer or 
the Assos. or Corps. issuing them; and 
may require the filing of copies of any or 
all printed or otherwise reduplicated cir- 
culars or printed advertisements relating 
to securities which the dealer has within 
6 months offered for sale or which the 
dealer shall thereafter offer for sale; and, 
thereupon if the Com’r is of the opinion 
that such securities are of such a character 
that there is a serious financial danger to 
che purchaser in buying them or that the 
circulars and advertisements do not dis- 
close pertinent facts sufficient to enable 
intending purchasers to form a correct 
judgment of the nature and value of the 
peace he may prohibit the dealer from 
selling or offering the securities, or any 
of them, or in any way advertising the 
same; but nothing in this Sec. shall be 
construed to require a registered dealer to 
fle with the Com’r any statement circular 
or advertisement as a condition precedent 
to the selling or offering of any security 
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or to refrain from the selling or offering 
of any security at any time unless the 
selling or offering of such security shall 
have been thus specifically prohibited by 
the commissioner. 

Sec. 9. The Com’r may, unless fur- 
nished with satisfactory evidence as pro- 
vided in the preceding Secs., or in case 
of violation of any provision of this act, 
or in case of dishonest, deceitful or 
fraudulent conduct on the part of any 
dealer in connection with the carrying on 
of the business, revoke such dealer’s regis- 
tration, and may, having reasonable cause 
to believe that any dealer has been guilty 
of violation of the provisions of this act, 
or of dishonest, deceitful or fraudulent 
conduct in connection with the carrying 
on of the business, suspend such dealer’s 
registration until satisfied to the contrary. 
In either case the dealer shall not be re- 
garded as registered under the provisions 
cf this act until restored to registration by 
the Com’r. The revocation or suspension 
of the dealer’s registration shall constitute 
a revocation or suspension of the registra- 
tion of any agent or salesman of the 
dealer. The Com’r may, in case of viola- 
tion of any provision of this act, or in case 
of dishonest, deceitful or fraudulent con- 
duct, on the part of any agent or salesman 
in connection with the business, revoke 
such agent’s or salesman’s registration; 
and may, having reasonable cause to believe 
that any agent or salesman has been 
guilty of violation of the provisions of 
this act, or dishonest, deceitful or fraudu- 
lent conduct in connection with the busi- 
ness, suspend the agent’s or salesman’s 
registration until satisfied to the contrary. 
In either case. the agent or salesman shall 
not be regarded as registered under the 
provisions of this act, until restored to 
registration by the Com’r. In case of 
suspension or revocation of registration, 
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all C’t’fs. shall at once be surrendered to 
the Com’r upon his request. 

Sec. 10. Notice of any requirement or 
‘lecision of the Com’r shall be sufficient if 
sent by mail addressed to the dealer, agent 
or salesman, as the case may be, at the 
address designated in the application for 
registration. 

Sec. II. Nothing in this act shall apply 
to the banks or Tr. Cos. of this state acting 
as agents for their customers in the pur- 
chase of securities. 

Sec. 12. Any dealer or any person 
violating any provision of this act, or 
knowingly filing with the Com’r or fur- 
nishing to him any false or misleading 
statements or information, shall be punish- 
able upon conviction thereof by a fine of 
uot more than $2,000, or by imprisonment 
for not more than 6 months, or by both 
such fine and imprisonment; and such 
false or misleading statements or infor- 
mation so furnished shall be evidence in 
court that any sales of such stock or 
bonds made thereafter were made on false 
representation in a suit to recover dam- 
ages on account of loss sustained through 
the purchase thereof. * * 

Sec. 14. This act shall ee effect on 
its passage but no registration shall be 
necessary or become effective under this 
act before the first day of September, 
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Laws, 1913, Chap. 156 


SECTION I. That subchapter 14, chapter 
100, Revisal of 1905 of North Carolina, 
Sec. 4805, be amended by adding the fol- 
lowing : 

.(1) . 4805a. License; capital; super- 
vision. Every Corp., Co., copartnership, 
or Asso., all of which are in this act 
termed company, organized, proposed to 
be organized, or which shall hereafter be 
organized without this State, whether in- 
corporated or unincorporated, which shall 
in this State sell or negotiate for sale of 
any stocks, bonds, or other evidences of 
property or interest in itself or any other 
Co., all of which are in this act termed 
securities, upon which sale or proposed 
sale the whole or any part of the pro- 
ceeds are used, or to be used, directly or 
indirectly, for the payment of any Com. or 
other expenses incidental to the organiza- 
tion or promotion of any such Co., shall 
be subject to this act. 

(1) Provided that this act and its pro- 
visions shall apply also to every Corp., 
Co., copartnership or Asso. organized in 
this State, where such Co. or organization 
by its organizers or promoters puts or pro- 
poses to put the stock of the Co. on the 
market in person or by agents. 

(2) Before offering or attempting to 
sell any such securities to any person or 
persons, doing or offcring to do any busi- 
ness whatever in this State, excepting that 
of preparing the documents hereinafter 
required, every such Co. shall file in the 
office of the Insurance Commissioner of 
this State, together with the fees pre- 
scribed for fidelity Cos., the following 
documents, to wit: A statement showing 
in full detail the plan upon which it pro- 
poses to transact business. A copy of all 
applications for and forms of contracts, 
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securities, bonds, or other instruments 
which it proposes to make with or sell to 
its contributors. A statement which 
shall show the name, location, and 
head office of the Co. and an itemized 
account of its actual financial condition, 
and the amount of its property and lia- 
bilities, and such other information and 
in such form touching its affairs as said 
officer may require. It shall also file with 
the said Ins. Comr. a copy of the laws of 
such State, Ter., or Govt under which 
it exists or is incorporated, and also a 
copy of its charter of its hame State and 
C't'f of the proper officer of such State 
that it is authorized to do business 
articles of incorporation, constitution and 
by-laws, and all amendments thereot 
which have been made, and all other 
papers pertaining to its organization; and 
shall, to do business in this State, be li- 
censed by the Ins. Comr., which the Comr. 
l is authorized to do when he is satished 
f that such Co. or Corp. is safe and solvent 
i and has complied with the laws of this 
State applicable to fidelity Cos. and gov- 
erning their admission and supervision by 
| the Insurance Department. 
(3) No advertisement, pamphlet, circu- 
j lar, or other document shall be issued, 
circulated, or delivered by such Co. or its 
agent within this State, unless the same 
shall bear a serial number, and a copy 
thereof shall first have been filed with 
the Ins. Comr., nor after such Co. has 
| been notified of objection thereto by said 
| officer. 
(4) No person, for the purpose of or- 
| ganizing or promoting any Co., or pro- 
moting the sale of securities of such Co. 
by it after organization, as principal or 
| agent, shall sell or agree or attempt to 
| sell within this State any securities in 
such Co. unless the contract of subscrip- 
tion or of sale shall be in writing and 
contain a provision in the following lan- 
| guage: 
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(a) “No sum shall be used for Com., 
promotion, and organization expenses on 
account of any share of stock in this Co. 
in excess of 1% of the amount actually 
paid upon separate subscriptions (or in 
lieu thereof may be inserted: or $1 per 
share from every fully paid subscription) 
for such securities, and the remainder of 
such securities shall be held or invested as 
authorized by the law governing such Co. 
and held by the organizers (or trustees as 
the case may be), and the directors and 
officers of such Co. after organization as 
bailees for the subscriber, to be used only 
in the conduct of the business of such 
Co. after having been licensed and au- 
thorized therefor by proper authority.” 

Funds and securities held by such or- 

ganizers, trustees, directors, or officers as 
bailees shall be deposited with any bank 
or Tr. Co. of this State until such Co. has 
been licensed as aforesaid. 
i (5) No person shall participate in, re- 
i ceive or accept any part or promise of 
any part of any of the commissions or re- 
wards of any organizer, promoter, or 
agent for the sale of any such securities, 
unless the name of such person and the 
fact of his interest in such commissions or 
rewards shall appear upon such contract 
of subscription. The omission of such 
statement from any such contract shall, in 
addition to the penalty herein provided, 
make such person liable to the purchaser 
or his assignees for all sums paid by such 
purchasers, with interest at the legal rate 
from date of payment, upon the assign- 
ment or tender of assignment of the se- 
curities so purchased. 

(6) That the Ins. Comr. shall have 
powcr to make such examination of said 
Co. at its expense, including actual ex- 
penses and the per diem of examiners $25, 
and to require such further information 
as he may dcem advisable; and if he shall 
find that the provisions of the law have 
been complied with, and is satisfied that 
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the Co. is safe and solvent, and that its 
business is proper and legitimate and is so 
conducted, he may license the said Co. to 
transact business in the State upon the 
payment of a license fee of $100; and no 
such Co. or representative thereof shall 
transact or offer to transact business 
within the State unless a license shall 
have been issued to such Co. as aforesaid. 
Such license shall recite in bold type that 
the Ins. Comr. in no wise recommends the 
securities to be offered for sale by such 


Co. 

(7) No such Co. shall transact, or offer 
to transact, any business within this State 
during any time after the adoption of any 
change in its articles of organization, by- 
laws, or plan of doing business, or the 
making of any change in the form of its 
applications, or other contracts, before the 
same shall have been filed with the said 
Ins. Comr. 

(8) No person shall transact or offer to 
transact business in this State as agent for 
such Co., or transact or offer to transact 
any business described in this act, unless 
such person shall hold a license issued by 
the Ins. Comr. Such keense shall only 
issue upon the filing with the said Ins. 
Comr. by such agent a bond in the sum of 
$1,000, with such conditions and sureties 
as may be required and approved by the 
Ins. Comr. Such license shall expire on 
the 1st day of April following, unless the 
authority is sooner revoked by the Ins. 
Comr., and such authority shall be sub- 
ject to revocation at any time by such 
oficer for cause appearing to him sufħ- 
cient. The fee for such agents license 
shall be the same as prescribed for fidel- 
ity Cos. 

(9) Every Co. shall, on or before the 
Ist day of March, file with the Ins. Comr. 
a statement as of the 31st day of Dec. 
preceding, in such form as required by 
him, and such other statements and in- 
formation shall be filed in such form and 


4 


Blue Sky Laws. NORTH CAROLINA. 


within such time as may be required b 
the said Ins. Comr. The accounts of suc 
Co. shall be kept in such form as re- 
quired by the Ins. Comr. 

(10) No such Co. shall fail to comply 
with any provision of the law or any re- 
quirement of the Ins. Comr. pursuant to 
the law, and no officer, agent, or employee 
of any such Co. shall make or cause to be 
made any false statement in any report re- 
quired of him, or a false entry in any book 
of such Co., or shall make or publish any 
false statement of its condition or re- 
garding its securities; and upon any vio- 
lation of this Sec. the Ins. Comr. may re- 
voke its license to do business in this 
State. 

(11) Any officer or agent of any such 
Co. knowingly or willfully violating any 
provision of this act shall be punished by 
a fine of not exceeding $200 or by im- 
prisonment in jail or worked on the 
roads for not exceeding 2 years, or by 
both such fine and imprisonment. 

Sec. 2. This act shall take effect and 
be in force from and after its passage. 


Nore.—See as to regulations in regard 
to sale of securities in any insurance cor- 
poration, L. 1913, Chap. 182. 
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NEW YORK. 


NotTe.— As to restrictions on investment 
companies selling property on instalments 
and doing various kinds of banking, see 
Consol. Laws, C. 2, as amended. 
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NORTH DAKOTA. 
Laws 1915, Chapter 91. 
C. L.,-Ch. 21, Secs. 4989-4994. 


Sec. 1. The term “securities” as used in 
this Act shall be taken to mean stock 
C’'t’f’s., shares, bonds, debentures, C't’f’s. 
of participation, contracts, contracts or 
bonds for the sale and conveyance of land 
on deferred payments or installment plan, 
or other instruments in the nature thereof 
by whatsoever name known or called. The 
term “speculative securities” as used in 
this Act shall be taken to mean and include 
(1) All securities into the specified par 
value of which the element of chance, 
speculative profit, or possible loss equal or 
predominate over the elements of reason- 
able. certainty, safety, and investment; (2) 
All securities the value of which materially 
depends on proposed or promised future 
promotion or development rather than 


on present tangible assets and conditions; 
(3) Any securities based in whole or ma-. 


terial part on assets consisting of patents, 
formulz, good-will, promotion, or intan- 
gible assets; (4) Securities made or issued 
in furtherance or promotion of any enter- 
prise or scheme for the sale of unimproved 
or undeveloped land on any deferred 


payments or installment plan’ when the. 


principal value of such securities depends 
on the future performance of any stipu- 
lation by the promoters of such enterprise 
to furnish irrigation or transportation 
facilities, or other value enhancing utility 
or improvement. The term “ speculative 
enterprise” as used'in this Act shall be 
taken to mean any business undertaking, 
project, venture or activity for the promo- 
tion or furtherance of w ich “ speculative 
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securities” as herein defined are made, 
issued, sold, pr offered for sale, 

Sec. 2. It shall be hereafter unlawful 
for any person, co-partuership, Assoc. or 
Corp., hereinafter calted the promoter, 
either pa priveipal, er through agents, tœ 
se, or tag for ale (except to banks, 
bankers, T r. Cos, dealers, or brokers, in 
securiti¢an, Corps. er partnerahies) ar by 
means of any advertisment, sarovlare, or 


prospecting, os hy any ather 9f public 
affering, to The tate to j Pramas he $ 
of any speomlative in this etate. 


unless there first shall | can been filed witk 
the state examines (1) A copy of the 
securities sp to be preseoted: (2) A state- 
mont in substantiel doteil ef the assets and 
liabilities of the person: or Ce, making and 
issmune such sesupities and of eny person 

or Co. guarentaring the same, inchiding 
speciaeally the total amennt of eles seODTi- 
ties and af any securities anion thereto im 
interest er ier, authorized or nuod. hy 
any such persen er Co.; (3) It such asnuei- 
ties are sesured by Mita: or eather Rem, æ 
copy af such Mtg. ew of the instrument 
creating such lien, and a canmpetent ap- 
praisal or valyation of the property eqvered 
sean with a specific statement of alf 
prior liens theream, if any; (4) A fidt 
statement of faets showing the grosa and 
net earnings, actual or estimated, of any 
person, ar Ca making and issying or guara 
antecing such securities, or of amy property 
covered by any such Mta or Hens: (5) 
All knowtedge or information in the. POS 
session af suck promoter relative to the 
character or value of sugh securities, or 
of the property or earning power. of the 
person or Co. making and issuing: or guar» 
antecing the same; (6) A oopy of any 
general or panne prospeetus or advertisne 
matter which is to be used in connection 
with such promotion, and no such prose 
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pectus or advertising matter shall be used 
unless the same has been filed hereunder; 
(7) .The names, addresses and selling ter- 
ritory in this state of any agents by or 
through whom any such securities are to 
be sold, and no such agents shall be em- 
ployed unless such statement with respect 
to them has been filed hereunder, and there 
shall have been paid to the state examiner 
a registration fee of $1 for each such 
agent. The payment of such fee shall be 
payment in full of all fees for regtstration 
of such agent until and including the first 
day of March next following; (8) The 
name and address of such promoter, in- 
cluding the names and addresses of all 
partners, if the promoter be a partnership, 
and thė names and addresses of the direc- 
tors or trustees, and of any person owning 
10%, or more, of the capital stock, if the 
promoter be a Corp. or Assoc.; (9) A 
statement showing in detail the plan on 
which the business or enterprise is to be 
transacted; (10) The articles of co-part- 
nership or Assoc., and all other papers 
pertaining to its organization, if the securt- 
ties be insured or guaranteed by a co- 
partnership or wnincorporated Assoc.; 
(11) A copy of its charter and by-laws 
if the securities ‘be issued or guaranteed 
by a Corp.; (12) A filing fee of $25. 

Sec. 3. Every foreign Corp. before sell- 
ing or offering for sale any speculative 
securities, shall also file its written consent, 
irrevocable, that actions may be com-- 
menced against it in' the proper courts of 
any county in this state in which a cause 
of action may arise, by the service of pro- 
cess on the Sec. of state, and stipulating 
and agreeing that such service of process 
on the Sec. of state shall be taken and 
held in all courts to be as valid and binding 
as if due service had been made upon the 
Co. ‘itself, according to the laws of this- 
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or any, other state; andi sneh. instrumentr 
shall he authenticated by the: seal af said: 
foreign Carp., and shall be aecomganied by 
a duly certified copy of the order or rese- 
lutiom of the beard. of divectors,. trustees, 
or managers of the Corp. authorizing: the: 

said Sec. and Pres, te execute the sanre. 
Sec 4. It shall be the duty: of the state 
examiner as soom as: is; practical, ta ex- 
amine the statement and documents. so filed: 
and if said state examiner shall deem: it. 
advisable, he shali make; or have made. 
a detailed imspection, examination, audit 
and investigation of the affairs of the mak-- 
ers or guarantors of such secusities whieh. - 
said inspection, examination, audit and in- 
vestigation shall. be at the applicant’s, ex-. 
pense. As a part of the aforesaid. inspec- 
tion, examination, audit and investigation. 
the state examiner may cause an appraisal 
to be made of the property of the: maker ar 
guarantor, iacluding the value ef patents, 
formulae, good-will, promotion, and. in- 
tangible assets. and. shall furnish a full 
and complete statement or repost. of his 
inspection and investigation aforesaid ta 
the state banking board. The state bank- 
ing board shall, within. 10 days thereafter, 
examine the statements or report, and give 
| the promoter a hearing if he so desires. 
! If the state banking, board finds. na legal 
| objection to the enterprise, or securities, 
! it. shall. direct the state examiner to. ac- 
knowledge compliance: with Sec. 2 of. this. 
Act. But if, from the statements, papers. 
. and documents. an file, and the investiga- 
tions and repart of the state examiner, or 
from other evidence submitted, it. shall 
appear, and the state banking board. shall 
find: (1) That the makers and guarantors. 
of said. securities are insolvent, or that the 
applicant’s plan for business is. dishonest, or 
fraudulent; (2) Or that the applicant’s, 
' literature or advertising. is misleading and 
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‘calculated to deceive purchasers or in- 
vestors; (3) Or that the securities offered, 
or to be offered, are issued, or are to be 
issued in payment for property, patents, 
formulae, good-will or promotion and in- 
tangible assets, in excess of the reasonable 
value thereof; (4) Or that the enterprise 
of the applicant is unlawful or against pub- 
lic policy; (5) Or is a mere scheme of 
a promoter or promoters to get rich quick 
at the expense of the purchasers of the 
aforesaid securities, the said state banking 
‘poard shall reduce its said findings to 
writing and attest the same by the sig- 
mature of the chairman and secretary 
thereof. Notice of such finding, or find- 
‘ings, shall immediately be given to the ap- 
plicant by registered mail. And it shall 
thereafter be unlawful for the promoter 
or any agent of said promoter to sell, offer 
for sale, or by means of any advertisement, 
circular, or prospectus, or by any other 
form of public offering to attempt to pro- 
mote the sale of any such speculative se- 
curity or securities in this ‘state. 

Sec. 5. The state banking board shall at 
any time have the authority and jurisdic- 
tion to investigate the affairs of any specu- 
lative enterprise, the securities of which 
are being sold or offered for sale in this 
state, and after giving the promoter a 
hearing, may if the evidence warrant, make 
any of the adverse findings enumerated in 
Sec. 4 of this Act, and it shall thereafter 
be unlawful for any person, co-partnership, 
Assoc. or Corp. to sell, offer for sale, or 
by means of any advertisement, circular, 
or prospectus or by any other form of 
public offering to attempt to promote the 
sale of the securities of such speculative 
enterprise in this state. 

Sec. 6. Any person, co-partnership, As- 
soc. or Corp. being dissatisfied with any 
finding or findings of the state banking ! 
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board, made ix. accordasee with the pro- 


visions of this Act, may within 30 days 
from. tlre. making: thereof, commence aw 


ings are. unjust or unreasonable. The sules — 


of pleading and procedure itt suck: action 


shall be the same as. are- provided by law - 


for the trial of equitable actions. in the 
district: courts of this state-and: or the: hear- 
ing the judge of said. court may set aside, 
modify, or confirm saré findings. as; the. evi~ 
dence and the rules of. equity: may: require. 
ls may be: takes from. the decison 
of the district court to the suguethe: court 
by either party in the same: manner ‘as iS 
provided law in other civil actions. 
Pending any sach action, the: said firrdings 
of said state banking. beard: shail: be: prima. 
facie evidence. that they are justvand: rea- 
sonable: and that.the facts fouti are true, 
and pending any such action the. said: fmd- 
ings of the state. banking: board. shall re- 
maim in full force and effect. If no: acon 
be brought. to set aside said findings within 
30 days, the same shall becorite : fmal and 
binding. 
Sec. 7. No amendsvent of the charter, 
articles of incorporation, constitution: or 
by-laws of any sucht Corp: or the: articles. 


of Assoc. or by-laws:of any: unincorporated 


Assoc. subject to this. Act; shail -become 
operative. until. a copy ef the aame. has. 


vided in regard: to tHe: original filing’: of 
charters, Arts. of Incorg., or Assac., com 
stitution. and by-lawe, and it shall be un- 
lawful for any such person, co-partnership, 
Assoc. or Corp. to transact husindsa on. any 
other plan thar- that. set forth in: the state- 
ment required to be filed by Sec. 2: of. this 
Act, or to make, issue, sell of offer for sale 
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any “security” or “securities” required 
to be filed by Sec. 2 of this Act, until a 
written statement showing in full detail the 
proposed new plan of transacting business 
and a copy of the proposed new “ security ” 
or “securities” shal] have been filed with 
the state examiner, in like manner as pro- 
vided in regard to the original plan of 
business and proposed “security” or 
“ securities.” 

Sec. 8. The provisions of this Act shall 
not apply to (a) Securities of the U. S.; 
or any foreign government; or of any state 
or territory; or of any county, city, town- 
ship, district or other public taxing sub- 
division of ary state or territory of the 

. S. or any foreign government. (b) 
Securities of public or quasi-public Corps., 
the issues of which are regulated by a state 
officer of the State of North Dakota, or 
by a state officer or board of similar au- 
thority of any state or territory of the 

S.; or securities senior thereto. (c) 
Securities of state or Nat. Bks. or Tr. Cos., 
or Bldg. and loan Assocs. authorized by the 
state banking board to do business in this 
state. (d Securities of any domestic 
Corp. organized without capital stock, 
charitable or reformatory purposes. 

Sec. 9. The general accounts of every 
person, co-partnership, Assoc. or Corp., 
issuing or guaranteeing any securities sub- 
ject to the provisions of this Act, shall 
be kept in a business-like and intelligent 
manner and in sufficient detail so that the 
state examiner or his authorized representa- 
tive can ascertain at amy time the financial 
-condition of such person, co-partnership, 
Assoc. or Corp., and the books of account 
and affairs of any such person, co-partner- 
ship, Assoc. or Corp., shall be subject to 
examination by the said state examiner or 
upon his direction by his assistants, ac- 
countants or examiners, at any time said 
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state examiner shall deem it advisable, and 
in the same manner as is now provided for 
the examination of state banks; and such 
person, co-partnership, Assoc. or Corp. 
shall pay a fee for each of such examina- 
tions, of not to exceed $15 for each day 
or fraction thereof, plus the actual travel- 
ing and hotel expenses of said state ex- 
aminer, assistant, accountant or examiner, 
that he is absent from the capitol of the 
state for the purpose of making such ex- 
amimation. And it is provided further, that 
every person, co-parinership, Assoc. or 
Corp. making or guaranteeing any securi- 
ties subject to the provisions of this Act, 
shall file at the close of business Dec. 31st, 
Mar. 31st, June 30th, and Aug. 31st of 
each year, and at such other times as may 
be required by the state examiner, a state- 
ment certified by the oath of some person 
having actual knowledge of the facts therein 
stated, setting forth, in such form as may 
be prescribed by said state examiner the 
financial condition, amount of property and 
liabilities of such person, co-partnership, 
Assoc. or Corp. and such other information 
as said state examiner may require. Each 
statement shall be accompanied by a filing 
fee of $2.50. It shall be unlawful for auy 
person, co-partnership, Assoc. or Corp. 
subject to the provisions of this Act, fail- 
ing or refusing to comply with the pro- 
visions of this Sec. within 10 days after 
compliance is required, to thereafter sell 
or offer for sale in this state any specu- 
lative stock which said person, partnership, 
Assoc. or Corp. is selling or offering for 
sale in thts state. 

Sec. 10. The state examiner shall have 
power upon reasonable notice either upon 
his own initiative or upon complaint of 
any responsible person, to make or have 
made such special inspection or investiga- 
tion as he may deem necessary, in con- 
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nection with the promotion, sale, disposal, 
or offering for sale or disposal in this 
state, of any C’t’f’s., shares, stocks, bonds, 
securities, contracts or contracts or bonds 
for deeds to determine whether the same 
constitute a violation of this Act or any 
other statute of this state by any individ- 
ual, co-partnership, Corp., or Assoc., pro- 
moting, offering, selling or pledging the 
same; and the state examiner, his assistants 
or deputy shall have the power to issue 
subpoenas and process compelling the at- 
tendance of. any person and the production 
of any papers or books for the purposes of 
such investigation and examination, and 
shall have power to administer an oath to i 
any person whose testimony may be re- 
quired on such examination or investiga- 
tion; and any person who shall refuse to 
obey any such subpoena or make answer 
to any competent and material question 
propounded to him by the state examiner 
shall upon conviction in any court of com- 
petent jurisdiction be deemed guilty of a 
misdemeanor, and fined in any sum not ex- 
ceeding $500 or be punished by confinement 
in the county jail for not more than 90 
days, or both by such fine and imprison- 
ment. Upon the conclusion of any such 
investigation, the state examiner may make 
findings of fact touching the matter or 
matters under investigation, and such find- 
ings shall be prima facie evidence of the 
truth of the matters therein found by the 
state examiner in any action, either civil 
or criminal, instituted under any of the 
laws or statutes of this state against the 
person, persons, partnership, Corp. or 
Assoc. The notice herein provided for may 
be given by registered letter mailed to the 
last known address of person, or persons, 
or Corps. to be investigated and the state 
examiner’s C’t’f. shall be sufficient evidence | 
of such. notice and the mailing thereof. | 
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Sec. 11. Any person who shail know- 
ingly make or file or cause to be made 
or filed with the state examiner any stgte- 
ment, document, circular, advertisement or 
prospectus, required to be filed by thts Act, 
which is false in any material respect or 
matter, shall be deemed guilty of a felony, 
and on conviction m amy court of com- 
petent jurisdiction punished by a {ne of 
not less than $100, or more than $5,000, 
or by imprisonment in the state penitentiary 
for not less than I nor more than 5 years, 
or both such fine and imprisonment. 

Sec. 12. Any person, partnership, Assoc. 
or Corp. who shall commit in this state 
any Act declared unlawful by Secs. 2, 4, 7, 
or 9 of this Act shall be deemed guilty 
of a felony and on conviction in any court 
of competent jurisdiction be punished by a 
fine of not less than $100 nor more than 
$5,000, or by conffmement m the Nerth 
Dakota State Penitentiary for a term of 
not jess than Iı nor more than 7 years. 

Sec. 13. This Act shall not appty to the 
owner of any speculative security who is 
not the maker or issuer thereof, who shall 
acquire and sell the same for his own 
account m the usual and ordinary course 
of business and not for the direct or in- 
direct promotion of any enterprise or 
scheme within the purview of this Act, pro- 
viding that such ownership is in good faith. 
Repeated or successive sales of any such 
speculative security or securities shall be 
prima facie evidence that the claim of own- 
ership is not bona fide, but is a mere shift 
je device to evade the provisions of this 

ct. 

Sec. 14. All fees herein provided for 
shall be collected by the state exammer 
and by him shall be turned into the state 
treasury, and shall be kept ‘n a special 
fund for the payment of the actual and 
necessary expenses herein provided. All 
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money actually and necessarily paid out by 
the state examiner for traveling or in- 
cidental expenses on duties performed un- 
der this Act, shall be audited as other 
claims against the state and paid out of the 
special fund herein created. 

Sec. 15. In any case wherein the value 
of the securities or contracts hereinbeforc 
enumerated are in any way dependent upon 
the present or proposed development of 
land or mines, oil or gas well, the boards 
of the Agricultural College or State Uni- 
versity shall, on the request of the state 
examiner, cause such investigation thereof 
as the state examiner may desire to be 
made by experts from the appropriate de- 
partments of the State Agricultural College 
or State University, or both, as the case 
may be. 

Sec. 16. Any person who shall know- 
ingly or willfully subscribe to, or make, 
or cause to be made any false statements 
or false entry in any book of account of 
any person, co-partnership, Assoc. or Corp., 
subject to the provisions of this Act, or 
exhibit any false paper with intention of 
deceiving any person authorized to examine 
into the affairs of such person, co-partner- 
ship, Assoc. or Corp., or shall make or 
publish any false statement of the financial 
condition of any person, co-partnership, 
Assoc. or Corp. subject to the provisions of 
this Act, or shall knowingly make any false 
statements materially affecting the value 
of the stocks, bonds, or other securities 
offered for sale by any such person, co- 
partnership, Assoc. or Corp., shall be 
deemed guilty of a felony and upon con- 
viction thereof, shall be fined not less than 
$100 nor more than $5,000, or shall be 
imprisoned not less than I year nor more 
than ro years in the State Penitentiary. 

Sec. 17. Persons, partnerships, Assocs. , I 
or Corps. holding permits under the stat- l 
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utes hereby repealed shall be deemed to 
have complhed with Sec. 2 af this Act. 

Sec. 18. Should the courts declare any 
section or clause of this Act unconstitu- 
tional, then such decision shall affect only 
the section or clause so declared to be un- 
constitutional, and shall not affect any 
other Sec. or past of this Act. 

Sec. ro. Chapter 32 of the Civil Code 
of the Compiled Laws of 1913 is hereby 
repealed. 

Sec. 4989. Mining corporations to file 
statement before offering stock for sate. 
No shares or C’t’fs. of stock in any min- 
ing Corp. established under the laws of 
this state, or any State, territory, province, 
country or government, shall be sold or 
offered for sale within this state by such 
Corp., or by any person, firm, Assoc. or 
Corp. acting as agent, representative, at- 
torney or broker for such Corp., until such 
Corp. shall have filed tn the office of the 
Sec. of state a statemcnt under oath, show- 
ing the financial condition of such Corp.; 
the location of the mine or mines, own 
by such Corp. with plans of the same; 
the amount of work done thereon and the 
condition of the plant and machinery con- 
nected th rewtth. Such statements shall be 
signed by the Pres., Sec. and Treas. of 
such Corp. and shat be verified by the 
oath of each of such officers to the effect 
that the same is in all respects true. 

Sec. 4990. Form of statement — Fee 
for filing. The statement provided for 
in Sec. 1 of this act shall be in substan- 
tially the following form: 


STATEMENT 
of the 
er ey re eee , a corporation or- 
ganized under the laws of the state, terri- 
tory, or province of ............0. » and 
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operating Sato E acura mines located 
in or near the town of or mining district 
OF EPE E , county of ..seeccesues ; 


`» e e @20eeeoveevereseeve teres eo Boos’ aooo n’a’ o’Goono’GGaoGo’un’uo @ 


3. Amount of capital stock held by cor- 

Doration ........esecco,sosecooceoosecoooo 

4. Amount of capital stock issued in 

payment of property.......esscesesesseroe 

5. Amount of capital stock sold for 

CAS Aileen ikae ENEA 

6. Amount of cash received in payment 

COE SIOCK E A E N E T 

7. Value and description of property 

received in payment for stock............ 
8. Amount of debts or liabilities in 

(a) Bonds (stating rate of inter- 

est, and time at which bonds 

fall GUE): aGsscecranseaeees 

(b) Other indebtedness ....;.. 

9. Amount of cash on hand........... 

10. Amount of credits and estimated 

value thereof: 

Cay Notes) siveuegissneeersusawes s 

(b) Bills receivable .............. 

(c) Accounts receivable .......... 

11. Present value of property of corpo- 

Tation .....essesseseseoscesevosereeoseoso 

12. Number and amount of dividends de- 

clared ...... She oes ewes geese A ‘i 

13. Rate of last dividend, and date when 

same was declared and paid.............- 


II. 


1. Location of property owned {to be 
accompaned by plans of the same)........ 
2, Amount of work done on the prop- 
erty, showing extent of development...... 
3. Amount of cash expended for im- : 
provements on said properties.......-.--- 
13 
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4. Description of plant and machinery, 


Riy their present conditions.............. 

Dated. at xsee ccs o AMIS: vu agceree sy day 
Ol sceiuteveade , 190... 

psec EE cued , President. 
SO ee ee , Secretary. 
ee ee rr , Treasurer. 
Slate: Ofo piser tns cee dees 
County of ............... oo: 

On this ........ AVEO! -so3.te.eoweoowes r 
190.., personally appeared ...... PRE 
president, .......eseso.... , secretary and 
ee E , treasurer of the ............ 


and who being by me duly sworn, did each 
for himsclf depose and say that the fore- 
going statement by them signed is in all 
respects correct, true and accurate. 


CEE E E E E E E E E E eevee E E @ 


Notary Public. 


A fee of $25 for filing such statement 
shall be paid to the Sec. of the state by 
such Corp., at the time such statement is 
presented for filing. 

Sec. 4991. Secretary of State to keep 
docket open to public inspection. It 
shall be the duty of the Sec. of state to 
provide and keep in his office and open to 
public inspection a docket with appropriate 

blanks and indices, and to forthwith and as 
soon as the statement provided for in Sec. 
' 4989 is filed in his office, enter therein the 
name of the Corp. filing the same, to- 

. gether with a copy of the statement. 
i Sec. 4992. Punishment for violation of 
preceding sections. Any person who sells 
| or offers for sale within this state any 
shares or C’t'f of stock in any mining 
| Corp. which has not filed a statement in 
| accordance with the provisions of Secs. 
: 4989 and 4900 of this act, is guilty of a 

misdemeanor. 

Sec. 4993. Punishment for violation of 
i preceding sections by corporations. Any 
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Corp. or officer or agent thereof, or any 
broker, selling or offering for sale shares 
or C’t’fs of stock in any mining Corp. 
which has not filed the statement in ac- 
cordance with the provisions of Secs. 4989 
and 4990 of this act is guilty of a misde- 
meanor, and in addition thereto shall for- 
feit to the people of the state the sum of 
$1,000 for each and every offense, to be 
recovered in an action to be brought by 
the attorney-general. The Sec. of State 
shall report to the Attorney-general at 
least once in 3 months the names of all 
agents, Corps. or brokers who to his knowl- 
edge are engaged in the sale of shares or 
C’t’fs of stock in mining Corps. which 
have failed to comply with the provisions 
of this chapter. The moneys forfeited by 
this Sec. when recovered, shall be paid 
into the state treasury, except, that where 
the fact of the violation of this Ch. is 
brought to the knowledge of the attorney- 
general by a person other than a person 
holding a public office within this state, % 
of the moneys recovered for a violation of 
this Ch. shall be paid to such person so 
furnishing the information and knowledge 
of such violation to the attorney-general 
as aforesaid, 

Sec. 4994. Making false statement. 
Any officer of a mining Corp. who, in mak- 
ing the statement prescribed by Sec. 4980, 
wilfully makes any statement which he 
knows to be false, is guilty of a misde- 
meanor. 


Note.— See as to corporations selling 
their own securities C. L. Art. 13, Ch. 12, 
Secs. 4597-4602. 
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OHIO. | 
As amended 1917 Seas. of Legislature. 


Who must be licensed. Src. 1. Ex- 
cept as otherwise provided in this act, no 
dealer shall, within this state, dispose or 
offer to dispose of any stock, stock C’t’f’s., 
bonds, Debs., Col. Tr. C’t’f’s. or other simi- 
lar imstruments (all hereinafter termed 
“* securities ”) evidencing title tu or inter- 
est in property, issued or executed by any 
private or quasi-public Corp., co-partner- 
ship or Asso. (except Corps. not for profit, ) 
or by any taxing Sub-Div. of any other 
state, Ter., province or foreign Gov’t, with- 
out first being licensed so to do as here- 
inafter provided. 

Securities defined. Src. 2. The term 
“ securities ”, as used in this act, shall not 
be deemed to include conveyances of real 
estate; or, where the same have not been 
judicially declared invalid, and where, at 
the time of such sale, there is no default 
in payment of any part of the Int. or Prin. 
of the same: 

1. Mtg. bonds and notes (other than cor- 
porate bonds where more than 50% of the 
entire issue is not included in a sale to one 
purchaser) secured by a bona fide Mtg. on 
real estate; 

2. Securities of quasi-public Corps., the 
‘issuance of which has been authorized by 
the Public Service Com. of this state; 

3. The stock or obligation of any Nat. 
bank, or of any bank, Tr. Co. or building 
and loan Asso., organized under the laws 
of this state and subject to examination 
and supervision by the proper authorities 
thereof. 

Dealer defined. The term “dealer”, 
as used in this act, shall be deemed to in- 
clude any person or Co., except Nat. banks, 
disposing, or offering to dispose, of any 
such security, through agents or otherwise, 
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and any Co. engaged in the marketing or 
flotation of its own securities either directly 
or through agents or underwriters:or any 
stock promotion scheme whatsoever, ex- 
wept: . np l 

‘Who ure not dealers. ‘a. An owner, not 
the ‘gener of 'fhe security, who ‘disposes of 
dris ‘own property, for his -own account; 
when ‘such -disposal is not made im the 
course of repeated and stirccessive ‘trans- 
actions ‘of a similar character by such 
owner; ‘or a natural ‘person, ‘other ‘than the 
underwriter -of the security, who ‘is the 
bone fide owner -of the security and äis- 
poses of his own property ‘for his -own 
‘accourt ; : 

bD. ‘One, who in a trust capacity created 
by any law of the U. S. or-of this or any 
other ‘state or by judicial authority, law- 
Helly -Gisposes ‘of any property ‘embraced 
within suth ‘trust; | | 

ím. A ‘bank or Tr. Co, organized under 
the ‘laws ‘of 'this state and subject to exam- 
indtion and supervision by the proper au- 
thority thereof, selling a ‘security for a 
licensee, other than the issuer or under 
writer thereof, at a commission ‘of not 
more than 2%, ‘where ‘such 'bartk or’ Tr. ‘Co. 
fs not a regular ‘dealer -in securities ; 

id. One, ‘not 'the issuer, who disposes of 
securities to a licensee under this act or ‘to 
a 'Co. which, as a part-of ‘its regular ‘busi- 
ness, ‘deals in or holds ‘such ‘securities; 

e. A ‘pledgee selling, ‘tn the ‘ordinary 
course ‘of business, ‘a ‘security pledged to 
him as security for débt ‘in good faith ‘and 
not for the ‘purpose of avoiding ‘the pro- 
visions of ‘this ‘act; : 

f. The tssuer, organizet ‘under the laws 
of this state, where the disposal, in good 
faith and net for the purpose of avoiding 
the provisions of this ‘act, is made for ‘the 
söle ‘account of ’the ‘issuer, without any 
commission ‘and at a total ‘expense of not 
more than 2% of fhe proceeds realized 
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therefrom plus $500 and where no part of 
the issue to be disposed of is issued, direct- 
ly or indirectly, in payment for patents, 
services, good will, or for property not 
located in this state; provided that the 
Pres, and Sec., or the incorporators if done 
before organization, of the issuer shall, 
prior to such disposal, file with the “ com- 
missioner” a written statement setting 
forth the existence of all such facts and 
that such issuer is formed for the purpose 
of doing business within this state. 

As used in this act, the term “ company ” 
shall include any Corp., co-partnership or 
Asso., incorporated or unincorporated, and 
whenever and wherever organized; “ dis- 
pose of ” shall be construed to mean “ sell, 
barter, pledge or assign for a valuable con- 
sideration or obtain subscriptions for”; 
“issuer”, the original issuer of the se- 
curity; and, where the context demands it, 
words in the present tense include the 
future tense; in the masculine gender in- 
clude the feminine and neuter gender; in 
the singular number include the plural, and 
in the plural, the singular number; the 
word “whoever ” includes all persons, nat- 
ural and artificial, principals, agents and 
employees; “and” may be read “or”, and 
6s or » 66 and ag 

Five dollar filing fee to accompany 
application. Sec. 3. Before such license 
shall be issued to any dealer, there shall be 
filed by him with the Commissioner of 
Securities designated * * * as the “com- 
missioner ” together with a filing fee of $5, 
an application for such license, together 
with information, in such form as shall be 
determined by such “commissioner”, set- 
ting forth: 

Names and addresses. a. The names 
and addresses of the directors and officers 
if such applicant be a Corp. or Asso., and 
of all partners if it be a partnership, and 
af the person if the applicant be an indi- 
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vidual, together with the mames and ad- 
dresses of al agents of such applicat as- 
sisting in the disposat of: suck securities; 

Lovestion. b Loratidn of the applicant s 
principal ofice and of bis principal office 
m the state, 1f aop; 

Business to Be comducted under this 
leeense. c. The generat pian and char- 
acter of the busmess of said applicant, to- 
gether with references, which tie com 
missioner shall confirm by such investiga- 
tion as ke may deem recessary, establish- 
ing the good repnte im bwsmess of sach 
applicant, direetors, officers, partners and 
agents; 

Foreign corporations to furnish copy 
of articles. If the applarant be a Corp. 
organized under the laws of. any other 
State, Ter. or Gov't, or have its primerpal 
place of business therein; tt shall atso file 
a copy of its articles of incorporation, 
certified by the proper officer of such State, 
Ter. or Gov't, and of its regulations and 
by-laws; and tf it be an unincorporated 
Asso., a certified copy of its Arts. of Asso., 
or deed of settlement. 

The applicant at the sante time shall also 
file with said commissioner a duly exe- 
cuted written instrument, frrevocable, con- 
senting that any action brorght against 
such applicant, arismg out of and founded 
upon the fraudulent disposal of such se- 
curities by him or his agents, may be 
brought in Franklin County, and that, in 
the event that proper service of process 
canrtot be had upon such applicant in such 
county, service of process made therein by 
the sheriff of such county, by sending a 
copy thereof by registered mail, at least 
30 days prior to taking judgment im such 
case, addressed to such applicant at the 
place of his principal office named m his 
application or such other place as the ap- 
plicant may thereafter designate in writing 
filed with the commissioner, shall have 
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the same effect as if personally made upon 
the applicant, according to the laws of this 
state. 

Application and renewal. SEC. 4. 
Notice of all applications for registration 
as a licensed dealer in such securities shall 
be published in a daily newspaper of gen- 
eral circulation in the city where the ap- 
plicant’s principal place of business in the 
state is located, or in Columbus, if the ap- 
plicant has no such place of business in the 
state, and no such application shall be acted 
on by the commissioner until the expira- 
tion of one week from the date of such 
publication, but shall be acted upon within 
20 days after proof of such application has 
been filed with him. If the commis- 
Sioner be satisfied of the good repute in 
business of such applicant and named 
agents, he shall, upon the payment of an 
annual fee of $50, and an additional fee of 
$5 for each agent named in the application, 
register the applicant as a licensed dealer in 
such securities, and issue to him a license, 
containing the name of the applicant and 
all such agents, renewable annually upon 
payment of such annual fee, unless revoked 
as herein provided. The expense of all 
publications provided for in this act shall be 
paid by the applicant for license. Pending 
a final disposition of such application the 
commissioner may grant temporary per- 
mission to such applicant to transact busi- 
ness as a dealer under this act. All such 
renewals shall be made as of the Ist day of 
Jan. in each calendar year upon proper ap- 
plication therefor, filed not less than 20 nor 
hei than 60 days next preceding such 

te. 

Sec. 5. Such license shall be taken out 
at the beginning of each calendar year, but 
it may be issued at any time for the re- 
mainder of such year, and in such case the 
annual fee shall be reduced $4 for each ex- 
pired month but in no case shal! it be less 
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than $10. Upon the payment of a fee of $5 
for each specified agent not named in such 
license the same may at any time be 
amended or supplemented to inolude such | 
agent. Upon the written request of such 
applicant, accompanied by a fee of $2, such 
license shall be. revoked as to any agent or 
agents of such applicant, and an amended 
license shall thereupon be issued for such 
applicant and his remaining agents; and 
thereafter the applicant shall not be bound 
by the acts of the agent whose license has 
been revoked. Notice of such amendments 
shall also be published as aforesaid. ` 

License to be revoked when. Sec. 6. 
Such “commissioner ” may at any time re- 
voke ary such license, or refuse to: renew 
the same, upon ascertaining that the ti- 
censee: 

a. Is of bad business repute; 

b. Has violated any provision of this 
act; or 

c. Has engaged, or is aboat to engage, 
under favor of such license, in illegitimate 
business or in fraudulent transactions. 

No dealer whose license has been revoked 
shall be relicensed within 6 months from 
the date of such revocation. 

The “ commissioner” shall at once lay be- 
fore the prosecuting Atty. of the proper 
county any evidence which shafl come to 
his knowledge of criminality under this act. 

Notice of revocation. Sec. 7. At 
least 5.days before revoking or refusing 
to grant or renew, a license, the “ commis- 
sioner” shall send by registered mai) to 
the licensee, or applicant, at the address 
named in the application, written notice of 
his intention so to do, specifying therein the 
reasons for such revocation or refusal. 

Petition for reversal of commissioner’s 
ruling. Src. 8& Any one whose license 
shall be refused or revoked, or to whom a 
renewal of license may be denied, may file, 
within 30 days thereafter, in the court of 
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‘common pleas of Franklin county, a peti- 
tion against the “ commissioner ”, officially, 
as defendant, alleging therein, in brief de- 
tail, the plaintiff’s qualifications to be 
licensed and praying for a reversal of the 
official action complained of. Upon service 
of summons upon said defendant, return- 
able within 3 days from its date, but other- 
wise made as in civil actions, he shall, 
within 1 week from such return day, file 
an answer, in which he shall allege by way 
of defense the grounds previously assigned 
in his notice to such applicant or licensee, 
and such other grounds as shall, tn the 
meantime, accrue or be discovered. All al- 
legations of the answer shall be deemed to 
stand denied without further pteading and, 
upon application of either party, the cause 
shall be advanced and heard without delay. 
Merely technical irregularities in the pro- 
cedure of such “commissioner” shall be 
disregarded and the burden shall rest upon 
the plaintiff to disprove the grounds as- 
signed and specified in the official action 
complained of. The court’s decision shall 
consult only the rights of the plaintiff and 
the protection of the public and the “ com- 
missioner” shall prosecute no proceedings 
to obtain a reversal.’ modification or vaca- 
tion of a judgment rendered in favor of 
the plaintiff and in such event, shall forth- 
with issue the license applied for: A judg- 
ment sustaining the refusal of the “ com- 
missioner” to grant or renew a license 
shall not bar, after 30 days. a new applica- 
tion by plaintiff for a license, nor shall a 
judgement in favor of the plaintiff prevent 
such “commissioner” from thereafter re- 
voking such license for any proper cause 
which may thereafter accrue or he dis- 
covered. 

Must file statement of condition of 
issuer. Sec. 9. Before such licensee shall 
dispose of any such securities. within this 
state, he shall file with such “ commis- 
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sioner”, ia sach form as shali be deter- 


mined by him, the following iaformation 
concerning such securities: If issued by 
any company, 

(a) The name, location of principal office 
of the issuer and the names of its offecers 
and directors, or if a co~partrership, the 
partners; 

(b) A statement of the issuer, showing, 
in general detail, the assets and liabilities, 
and capital stock of the issuer, as of a date 
as late as the close of «ts last fiscal year, 
and of its gross income, expenses and fixed 
charges, for one year iast prior thereto, 
or for such time as the issuer has been in 
business, if fess than I year; 

(c) A pertinent description of such se- 
curities, and the purpose of satd issue, and 

(d) Unless the foregoing information be 
excused under the provisions of the fol- 
lowing Sec., the approximate price at which 
the licensee purposes to dispose of suci 
securities. 

If the securities be of a taxing Sub-Div. 
of any other State, Ter., Province or 
foreign Gov't, and are not an obhgation of 
the entire taxing Sub-Div. and payable out 
of the proceeds of a general tax, there 
shall be filed the information required by 
paragraphs (c) and (d) of this Sec. and, 
in addition thereto, a statement of the 
licensee, setting forth the natare of the 
obligation of such securities, how payment 
of the same is secured and that, to the best 
of his knowledge, there is no default in 
the payment of any part of the Ist. or 
Prin. of such secwrities and are no ad- 
judications adversely affecting, or pendmg 
suits questioning the validity of the samre. 

Statement need not be fated. SEC. to. 
The information required in the preced- 
ing Sec. need not be fited: 

(a) Unless required by the commis- 
sioner if the same has been filed by any 
other licensee; or 
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(b) If actual current sales of the securi- 
ties, at prices quoted, shall have been, from 
time to time, for not less than 6 months 
next preceding such disposal, published in 
the regular market reports of the news 
columns of a daily newspaper of general 
circulation in this state; or 

(c) Where there is a disposal of securi- 
ties, the price paid or consideration ren- 
dered for which, in a single transaction, by 
one disposee, shall amount to $5,000 or 
more; or Eoy 

(d) Where the securities disposed of are 
those of manufacturing or transportation 
Co.’s, or of common carriers or other pub- 
lic utilities, issued and outstanding in the 
hands of bona fide purchasers for value, 
prior to Mar. Ist, 1914, where such Co.’s 
were, on said date, and shall be, at the 
time of sale, actual going concerns, either 
directly or through lessees, and where there 
shall be at the time of sale no default in 
payment of any part of the Int. or Prin. 
of such securities; or 

(e) Where the information required, 
other than the approximate selling price, 
is contained in any standard manual of 
information, approved by such commis- 
sioner; or 

(£) Where the disposal is made for a 
commission of less than 1% of the par 
value thereof, by a licensee who is a mem- 
ber of a regularly organized and recog- 
nized stock exchange and who has an estab- 
lished and lawfully conducted place of 
business in this state, regularly open for 
public patronage as such. 

Circulars, etc., to be „filed. Sec. II. 
Every dealer, before or at the time of cir- 
culating the same, shall furnish to the 
“ commissioner ” I copy of each prospectus, 
circular or other document of like nature 
and of each advertisement, circulated by 
him in connection with the sale of any se- 
curities concerning which information is 
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required to be filed under the provisions of 
sections 9 and IO. 

Insurance companies. Src. 12. No 
person or Co. shall, for the purpose of 
organizing or promoting any Ins. Co., or of ` 
assisting in the flotation of its stock after 
Organization, dispose or offer to dispose, 
within this state, of any such stock, unless 
the contract of subscription or disposal 
shali be in writing, and contain a provision 
substantially in the following language: 

“No sum shall be used for commission, 
promotion and organization expenses on ac- 
count of any share of stock in this com- 
pany in excess of .............. per cent 
of the amount actually paid upon separate 
subscriptions, or, in lieu thereof there may 
be inserted, ‘$...............00.- per share 
from every fully paid subscription’, and 
the remainder of such payment shall be in- 
vested as authorized by the law governing 
such company and held by the organizers 
(or trustees as the case may be) and the 
directors and officers of such company after 
organizatioa, as bailees for the subscriber, 
to be used only in the conduct of the busi- 
ness of such company after having been 
licensed and authorized therefor by proper 
authority.” 

The amount of such commission, promo- 
tion and organization expenses shall in no 
case exceed 15% of the amount actually 
received upon the subscription. 

Funds and securities held by such or- 
ganizers, trustees, directors or officers, as 
hailees, shall be deposited with a bank or 
Tr. Co. of this state or invested as pro- 
vided in Secs. 9518 and 9519 of the Gen- 
eral Code until sach Co. has been licensed 
as aforesaid. 

Liability of one who counsels or ad- 
vises. Sec. 13. Whoever, with intent to 
secure financial gain to himself, advises 
and procures any person to purchase any 
security and receive for such advice or 
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services any commission or reward from 
the owner or salesman thereof, without 
disclosing to the purchaser the {act of his 
agency or his interest in such sale shall be 
liable to such purchaser for the amount of 
his damage thereby, upon tender of such 
security to, and suit brought against, such 
adviser, within I year subsequeut to such 
purchase. 

Statement of information. Sec. 14, 
For the purpose of organizing or promot- 
ing any Co., or assisting in the flotation of 
the securities of any Co. after organization, 
no issuer or underwriter of such securities 
and no person or Co. for or on behalf of 
such issuer or underwriter shall, within 
this state, dispose or attempt to dispose of 
any such security until such commissioner 
shall issue his C’t’f. as provided in Sec. 16, 
which shall not be done until, together with 
a filing fee of $5, there be filed with the 
commissioner the application of such issuer 
or underwriter for the C’t’f. provided for 
in Sec. 16, and, in addition to the other in- 
formation hereinbefore required by para- 
graphs (a), (b), (c) and (d) of Sec. 9, 
the following: 

(a) A certified copy of the Arts. of in- 
corporation or Asso. of the issuer, its regu- 
lations and by-laws; 

(b) Certified copies of all minutes of 
stockholders and directors relative to the 
issue of such securities; 

(c) A sworn statement made by the 
Pres. and Sec. of the issuer, showing in 
detail the items of cash, property, services, 
patents, good will and any other considera- 
tion for which such securities have been or 
are to be issued in payment; 

(d) Like eertified copies of all contracts 
or agreements between the issuer and any 
underwriter of such securities, and, if dis- 
posed of by the issuer, all contracts and 
agreements relative to the sale and dis- 
position thereof ; and any such contracts or 
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agreements made subsequent thereto shall 
be filed immediately. upon the execution 
thereof; 

(e) All contracts made between such 
underwriter and any salesman, agent ur 
broker.. 

Dees not apply to certain issuers. This 
Sec. shall not apply. where the issuance of 
the securities has been approved by the 
public service commission or like body of 
any state of the U. S. or any province of 
the Dom. of Can., or where the sale is 
made by or on behalf of an underwriter 
who, in good faith and not for the purpose 
of avoiding the provisions of this act, pur- 
chases the securities so afterward sold by 
him and pays therefor, in cash or its 
equivalent, before attempting to sell the 
same, not less than 90% of the price at 
which such securities are thereafter sold by 
him; nor where the securities are those of 
a common carrier or of a Co. organized 
under the laws of this state and engaged 
principally in the business of manufactur- 
ing, transportation, coal-mining or quarry- 
ing, and the whole or a part of the prop- 
erty upon which such securities are pred- 
icated is located within this state; nor of a 
real estate or building Ca. all of whose 
property, upon which such securities are 
predicated, is located in this state; nor in 
the case of an issuer excepted under para- 
graph (f) of Sec. 2; nor in cases where the 
filing of information is dispensed with 
under the provisions of paragraphs (b), 
(d), (e) or (f) of Sec. ro. 

The information required by paragraphs 
(d) and (e) of this Sec. shall be for the 
information of the commissioner only, and 
shall not be: disclosed by him except when 
lawfully, required in a judicial proceeding. 

Foreign real estate. Sec. 15. No per- 
son or Co., unless licensed, in the manner 
and under the conditions applicable thereto 
hereinbefore provided for dealers, shall, 
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within this state deal in real estate not 
located in Ohio of which he is not the 
actual and bona fide owner and unless the 
“commissioner” shall issue his C’t’f. as 
provided in the following Sec., and prior 
to such issuance there shail, together with 
a filing fee of $5, be filed with the “ com- 
missioner” an application for such Ctf., 
and a written statement of the applicant 
containing a pertinent description of the 
real estate the sale of all or a part of which 
is sought to be made, the nature and source 
of the title of the owner thereto, and the 
amount or value and the nature of the con- 
sideration paid or allowed by him therefor, 
it shall, within this state, be unlawful: 

(a) For any Corp., Asso. or co-partner- 
ship doing business under any name other 
than the name or names of such person or 
of all the members of such Asso. or co- 
partnership to sell any real estate not 
located in Ohio. 

(b) For any person or Co. engaged in 
the business of dealing in real estate to 
sell or offer for sale any such real estate, 
the title to which is or is represented to the 
purchaser to be in the name of a Corp. or 
unincorporated Co., or of a person doing 
business under a fictitious name. 


Exceptions. This Sec. shall applv 
where the title to such property is held in 
the name of a trustee for any Corp. 
or for any such described person or Co., 
but it shall not be deemed to prohibit the 
disposal by an owner of his own property, 
in good faith and not for the purpose of 
avoiding the provisions of this act, where 
the transaction is not one of repeated 
transactions of a similar nature, per- 
formed as a part of the business of dealing 
in real estate; nor shall it be deemed to 
prohibit a R. R. Co. having an immigration 
bureau or Dept. from advertising either 
directly or through its accredited repre- 
sentatives, the fact that there are along its 
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route lands for colonization or sale; pro- 
vided that such advertising be not of 
specific tracts of real estate, and not for 
the purpose of avoiding the provisions of 
this act. 


Sec. 16. Said commissioner shall have 
power to make such examination of the 
issuer of the securities, or of the property 
named in the 2 next preceding Secs., at 
any time, both before and after the issu- 
ance of the C’t’f. hereinafter provided 
for, as he may deem advisable. When in 
the discretion of the commissioner all or 
any part of the expense of such examina- 
tion should be paid by the applicant for 
such C’t’f., such applicant shall deposit with 
the commissioner such sum of money as 
the commissioner may order, out of which 
said sum the commissioner shall pay that 
portion of the expense of such examina- 
tion as the commissioner determines said 
applicant should pay. The commissioner 
shall render to the applicant an itemized 
statement of the expenditure and a proper 
record thereof shall be kept. And if it 
shall appear that the law has been complied 
with and that the business of the appli- 
cant is not fraudulently conducted, and 
that the proposed disposal of such secur- 
ities or other property is not on grossly 
unfair terms, and that the issuer or 
vendor is solvent, upon the payment of a 
fee of $10, the commissioner shall issue 
his C’t’f. to that effect, authorizing such 
disposal. But if it shall not affirmatively 
so appear he shall so notify the applicant, 
in writing, and of his refusal to issue such 
Ctf. Such C’t’f. shall be issued or re- 
fused within a reasonable time after the 
filing of the application therefor, which 
shall be within not more than 30 days 
from and after the applicant or C’rf. 
holder whose C’t’f. has been revoked has 
fully complied with all requirements of this 
act precedent thereto; provided, that the 
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commissioner may at any time revoke any 
such C’t’f. issued by him when he has 
reason to believe that the business of the 
holder thereof is being fraudulently con- 
ducted, or that such securities or other 
property are being disposed of upon grossly 
unfair ‘terms, or, in the case of securities 
that the issuer thereof is insolvent. Such 
applicant shall have the same right of re- 
view of such finding as is given to a dealer 
by See. 8 The fee provided for in this 
Sec. shall not be required of an applicant 
who is licensed. as a dealer. 

Sec. 17. Such C’t’f. shall recite in bold 
type that the commissioner in no wise 
recommends such securities or other prop- 
erty; and no person or Co. shall advertise, 
in connection with the sale of such secur- 
ities, the tact that such C’t’f. has been 
issued unless such advertisement also con- 
tains in bold type a copy of such recital. 


Additional liability. Src. 18. In ad- 
dition to the liability now imposed by law, 
any person or Co. that, by written or 
printed circular, prospectus, statement or 
advertisement of any kind, shall offer for 
subscription or purchase any security, or 
receive the profits accruing from the dis- 
posal of securitics so advertised, shall be 
liable to any person who, on the faith of 
such advertisement or document, acquires 
such security, for the loss or damage sus- 
tained by him by reason of any untrue 
statement contained therein, unless such 
person or Co. shall establish that he or it 
had no knowledge or notice of the publica- 
tion of such advertisement prior to the 
transaction:complained of, or had just and 
reasonable grounds to believe: the state- 
ments thereof to be true. Wherever any 
Corp. shall be- so liable, the directors 
thereof shall.also be, under like limitations, 
jointly and severally liable. Any such 
director, upon the payment of a judgment 
so obtained against him, shall be subro- 
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gated to the rights of the plaintiff against 
such Corp. and shall have the right of 
contribution for the payment of such judg- 
ment, under like limitations, against any 
of his fellow directors. Lack of reasonable 
diligence to ascertain the fact of such 
publication or the falsity of any statement 
therein contained, shall be deemed to be 
knowledge of such publication and of the 
falsity of any untrue statement thereof. 
Any action brought against such director, 
based upon the liability hereby imposed, 
shall be brought within 2 years after the 
acquisition of the security by any person 
so damaged or after payment of the judg- 
ment for which contribution is sought. 
If issuer be an insurance company. 
Sec. 19. If the issuer of such securities 
be a Co. incorporated, organized or formed 
to make any Ins. named in Subds. I and II, 
division III, tithe IX of the General Code, 
the “commissioner ”, for all the purposes 
named in Secs. 14 and 16 of this act, shall 
be the Supt. of Ins. of this state. In ad- 
dition to the powers given to, and the 
duties prescribed to be performed by, such 
commissioner, under said Secs. the Supt. 
of Ins. shall have, over any such Co. 
disposing or attempting to dispose of any 
of its securities within this state, the 
powers of regulation, supervision and ex- 
amination conferred on him by law, with 
reference to Cos. licensed to transact the 
business of insurance within this state. 


Penalty. Sec. 20. Whoever knowingly 
makes any false statement of fact in any 
statement or matter of information re- 
quired by this act to be filed with the 
commissioner, or in any advertisement, 
prospectus, letter, circular or other docu- 
ment, containing an offer to dispose or 
solicitation to purchase, or commendatory 
matter concerning, such securities or real 
estate, with intent to aid in the disposal of 
the same, or whoever knowingly violates 
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any of the provisions of Secs. 12, 14 or 15 
of this act, or for the purpose of aiding 
in the disposal of any security or real 
estate, knowingly makes any false state- 
ment or representation concerning any 
license or C’t’f. issued under the provisions 
hereof, shall be fined not less than $100 nor 
more than $5,000, or imprisoned in the 
penitentiary not more than I year, or both; 
and whoever yiolates any of the other pro- 
visions of this act shall be fined not less 
than $50 nor more than $1,000, or im- 
prisoned in the county jail or workhouse 
not more than 60 days, or both. 

Sec. 21. In any prosecution brought 

under this act, the accused shall be deemed 
to have had knowledge of any matter of 
fact where, in the exercise of reasonable 
diligence, he should, prior to the commis- 
sion of the offense complained of, have 
secured such knowledge. Information and 
indictments under this act need not negative 
any of the exceptions enumerated in Secs. 
2, 10 and 14 hereof. 
_ Sec. 22, Nothing herein contained shall 
limit or diminish the liability of any person 
or Co. now imposed by law, or prevent the 
Prosecution of any person or Co. violating 
any of the provisions of this act, for the 
violation of any other statute or of any 
other provision hereof. 

SEC. 23. Nothing herein contained shall 
€ so construed as to impair the obligation 
of prior contracts. 
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Passed March 22, 1919. 


Sec. 1. The term “Securities” as used 
in this Act shall be taken to mean stock 
certificates, shares, bonds, debentures, cer- 
tificates of participation, membership con- 
tracts, contracts or bonds for the sale and 
conveyance of land on deferred payments 
or installment plan, or other instrument in 
the nature thereof by whatsoever name 
known or called and including the capital 
stock of any and all Corps. offering the 
same for sale. The term “speculative 
securities” as used in this Act shall be 
taken to mean and include (1) all securi- 
ties to promote or induce the sale of 
which, profit, gain or advantage unusual 
in the ordinary course of legitimate busi- 
ness is in any way advertised or promised; 
(2) all securities for promoting the sale 
of which a Com. of more than 10% is 
offered or paid; (3) all securities into the 
specified par value of which the element 
of chance or hazard of speculative profit 
or possible loss equal or predominate over 
the element of reasonable certainty, safety, 
and investment; (4) all securities the value 
of which materially depends on proposed 
or promised future promotion or develop- 
ment rather than on present tangible as- 
sets and conditions; (5) the securities of 
any enterprise, Asso., partnership or 
Corp., which has included or proposes to 
include in its assets as a material part 
thereof, patents, formula, good-will, pro- 
motion, or intangible assets, or which has 
issued or proposes to issue a material part 
of its securities in payment for formula, 
patents, good-will. promotion or intangible 
assets; (6) securities made or issued in 
furtherance of promotion of any enter- 
prise or scheme for the sale of unim- 
proved or undeveloped land on any de- 
ferred payments or installment plan, when 
such lands are not situated in the State of 
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Oklahoma and the value of suc securities 
materially depends on the futu : perform- 
ance of any stipulation by the promoters 
of such enterprise to furnish i. igation or 
transportation facilities, or othe value en- 
hancing utility or improvement. The term 
“speculative enterprise” as us :d in this 
Act shall be taken to mean at y business 
undertaking, project, venture  r activity 
for the promotion or furtheranc : of which 
“speculative securities,” as here n defined, 
are made, issued, sold, or offere 1 for sale. 
For the purpose of cartying ott the pro- 
visions of this Act, there is hereby created 
a Com., to be known as the Siate Issues 
on: composed of the Bank Comr., who 
shall be chairman thereof, th: Sec. of 
State and State auditor. The said Com. 
shall have authority to appoint, with the 
approval of the Governor, a Sec., who 
shall receive a salary of $2,500 per annum, 
payable monthly. 

. 2. It shall be unlawful for any 
erson, copartnership, Asso., or Corp., 
ereinafter called the promoter, either as 

principal, or through brokers or agents, to 
sell or offer for sale or by means of any 
advertisements, circulars, or prospectus, or 
by any other form of public or private 
offering, to attempt to promote the sale of 
any speculative securities in this State, in- 
cluding capital stock of such promoter, 
unless there first shall have been filed with 
and approved by the said Com., (1) a 
copy of the securities so to be promoted; 
(2) a statement in substantial detail of the 
assets and liabilities of the person or Co. 
making and issuing such securities and of 
any person or Co. guaranteeing the same, 
including specifically the total amount of 
such securities and of any securities prior 
thereto in interest or lien, authorized or 
issued by any such person or Co.; (3) if 
such securities are secured by Mtg. or 
other lien, a copy of such Mtg. or of the 
instrument creating such lien. and a com- 
petent appraisal or valuation of the prop- 
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erty covered thereby, with a specific state- 
ment of alk prior liens: thereon tf any; 
(4) a full statement of faets shewing the 
gross and net earnings, actual or estimated, 
pot any person or Co. making and issuing 
or guaranteeing such: securities, or of any 
property covered by any such Mtg. or lien; 
(5) all knowledge or information in the 
possession of such promoter relative to 
the character or value of such securities. 
or of the: property or earning power of 
the person or Co. making and issuing or 
guaranteeing the same; (6) a copy of any 
general or publie prospectus or advertising 
matter which is to be used in connection 
with such promotion, and’ no such pros- 
pectus: or: advertising matter shall be used 
unless the same has been filed hereunder; 
(7) The names, addresses and selling terri- 
tory in this State of amy agents by or 
through whom: any such securities are to 
be sold, and no such agents shalf be em- 
ployed unless such statement with respect 
to them has been filed hereunder, and there 
shall have been paid to the said Com. a 
registration fee of $5 for each such 
agent. The payment of such fee shalf 
be payment in full of all fees for regis- 
tration of such agent until and including 
the first day of March next following; 
(8) the name and’ address of such pro- ! 
moter, including the names and addresses | 
of all partners, if the promoter be a part- 
nership, and the names and addresses of 
the directors or trustees, and of any person 
owning 10% or more, of the capital stock, 
if the promoter be a Corp. or Assoc.; (9) 
a statement showing in detail the plan on 
which the business or enterprise is to be 
Prership or (10) the articles of copart- T 
| 


nership or Assoc. or Corp. and all other 

papers pertaining to its organization, if the 

securities be insured or guaranteed by a 
copartnership or unincorporated Assoc. ; | 
(11) a copy of its charter and by-laws if | U 
the securities be issued or guaranteed by a. 

Corp.; (12) a filing fee of $25. x 
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Sec. 3. If the said Com. shall decide 


that the sale of stock or bonds will be . 


fairly and honestly conducted, both to the 
Corp. and to the public, such permit shall, 
be granted, provided that the commissions, 
promotion and other incidental expenses, 
exclusive of the exempted expenses men- 
tioned in Sec. 1 of this Act, shall not be 
more than 15% of the price at which 
such stock or bonds is to be sold as shown 
by the application or amended application. 
Provided, that where any proposed cor- 
poration has, already sold its stock or 
bonds or a part thereof, or any part thereof 
has been subscribed at the time this Act 
shall take effect, this Act shall not. affect 
stock or bonds previously sold or sub- 
scribed nor any contracts made in refer- 
ence to same; but if any of the stock or 
bonds of said proposed Corp. remains un-. 
sold or unsubscribed, said Corp. shall, 
nevertheless, be entitled to a permit upon 
complying with the other conditions of 
this. Act, including the future sale or sub-. 
scription of any of its stock or bonds. . 
The: Com. or promotion fee shall’ be paid 
to the agent or promoter as the stock or 
bonds are sold by him and paid for by the 
purchaser. The stock or bonds shall be 
considered .as paid for when, paid for in 
cash or property or labor of par value 
thereof. No penal shall be granted un-, 
less there shall appear upon the subscrip- 
tion. lists and contracts of such Corp. or 
proposed. Corp. in bold type, the amount. 
of the commissions, promotion fees and 
other estimated expenses incident to the 


sale gf such stock or .bonds and the in- , 


terest which the officer,, agent, employee 
or promoter selling or contracting .to sell 
such stock or bonds has in such sale; nor 
shall such permit be granted until the ap- 
plicants therefor have entered into a bond 
for not less than $1,000 nor more than 
$100,000, the same to be fixed by the. said 
Com. at not less than 10% of the -stock 
or bonds proposed to be issued. The said 
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bond shall be payable to the said Com., 


conditioned that the facts set forth in the 


application for such permit, and the proof . 


and statements offered to the said Com., 
upon which the application is based. are 
true, and that they will comply with the 
provisions of this Act in the sale of the 
stock or bonds of such Corp. or proposed 
Corp. Said bond may be made with indi- 
vidual sureties or a surety Com. authorized 
to do business in the State of Oklahoma 
and the bond shall be approved by the said 
om. 

Sec. 4. Any person who shall be induced 
to purchase any stock or bonds of any 
Corp. or proposed Corp. by the officers, 
agents, employees, promoters or trustees, 
by reason of any misrepresentation of any 
material fact concerning such stock or 
bonds, such person or persons shall have 
the right to bring suit upon the bond above 
provided for, and such bond shall be sub- 
ject to, and Security for such person so 
purchasing the stock or bonds provided 
that such person shall not be entitled to 
recover more than the money paid, or the 
actual value of the property given, or the 
labor, performed, in exchange for such 
securities with legal interest from the 
date of the payment or the performance 
of the services, or the transfer of the prop- 
erty. One or more recoveries upon such 
bond shall not vitiate the same, but it 
shall remain in full force and effect, but 
no recoveries upon such bond shall ever 
exceed the full amount of same, and upon 


suits being filed in excess of the amount > 


of same, the said Com. may require a new 
bond, and if the same is not given within 
30 days they may cancel the permit herein 
provided for. Whenever any permit has 
been issued, the Corp. or person receiving 
the same shall file a list of the names of 
their or its authorized officers, agents and 
employees, and the post office addresses 
of each; and, in case of change of any of 
its officers, agents or employees, it shall 
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ale a list of such changes with the said 


m. 

Sec. 5. Every foreign Corp. before sell- 
ing or offering for sale any speculative 
securities, in this State, shall also file its 
written consent, irrevocable, that actions 
may be commenced against it in the proper 
courts of any county in this State in 
which cause of action may arise or the 
plaintiff may reside, by the service of 
process on the Sec. of State, and stipulat- 
ing and agreeing that such service of proc- 
ess on the Sec. of State shall be taken and 
held in all courts, to be as valid and bind- 
ing as if due service had been made upon 
the Co. itself, according to the laws of 
this or any other state, and such instru- 
ment shall be authenticated by the seal of 
said foreign Corp., and shall be accom- 
panied by a duly certified copy of the 
order or resolution of the board of direct- 
ors, trustees, or managers of the Corp. 
authorizing the said Sec. and Pres. to 
execute the same. , 

Sec. 6. It shall be the duty of the said 
Com., as soon as is practical, to examine 
the statement and documents so filed and 
if said Com. shall deem it advisable, they 
shall make, or have made, a detailed in- 
spection, examination, audit and investi- 
gation of the affairs of the makers or 
guarantors of such securities which said 
inspection, examination, audit and investi- 
gation shall be at the promoter’s expense. 
As a part of the aforesaid inspection, ex- 
amination, audit and investigation, the said 
Com. may cause an appraisal to be made 
of the property of the maker or guarantor, 
including the value of patents, formula, 
good-will, promotion, and intangible assets 
and shall furnish a fuil and complete state- 
ment or report of his inspection and in- 
vestigation aforesaid to the said Com. 
The said Com. shall, within 10 days 
thereafter, give the promoter a hearing if 
he so desires. If said Com. finds no legal 


6 


—— 


EEE 


Blue Sky Laws. ORLAHOMA., 


objections to the enterprise, or securities, 
it shall note in a book to be kept by the 
said-Com. for that purpose that said per- 
son, copartnership, Assoc. or Corp. has com- 
plied with Sec. 2 of this act. But, 1f from 
the statements, papers and documents on 
file, and the investigations and reports of 
the said Com. or from other evidence sub- 
mitted, it shall appear, the said Com. shall 
find, (1) that the makers or guarantors of 
said securities are insolvent, in failing cir- 
cumstances, or are untrustworthy; (2) or 
that the promoters’ plan of business is 
unfair, inequitable, dishonest or fraudu- 
lent; (3) or that the promoters’ plan of 
business does not adequately secure in- 
vestors against the unlawful dissipation or 
mis-application of the funds of the enter- 
prise or business; (4) or that the pro- 
moters’ literature or advertising is mis- 
leading and calculated to deceive purchas- 
ers or investors; (5) or that the securities 
offered, or to be offered, or issued, or to 
be issued, in payment for property, patents, 
formula, good-will, or promotion and in- 
tangible assets are in excess of the rea- 
sonable value thereof; (6) or that the 
enterprise or business of the promoter is 
unlawful or against public policy; (7) or 
is a mere scheme of a promoter or pro- 
moters to get rich quick at the expense of 
the purchasers of the aforesaid securities: 
the said Com. shall reduce its said findings 
to writing and attest the same by the sig- 
nature of the chairman and Sec. thereof. 
Notice of such finding, or findings, shall 
immediately ‘be given to the applicant by 
registered mail. And it shall thereafter. be 
unlawful for the promoters or any broker 
or agent of said promoter to sell. offer for 
sale, or by means of any advertisement, 
circular or prospectus, or by any other 
form of public offering to attempt to pro- 
mote the sale of any, such speculative se- 
curity, or securities in this State. 

Sec. 7. The said Com, shall at any time 
have the authority and jurisdiction to in- 
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vestigate the affairs of any speculative 
enterprise, the securities of which are being 
sold or offered for sale in this State, and 
after giving the promoters a hearing, may, 
if the evidence warrants, make any of the 
adverse findings enumerated in Sec. 6 of 
this act, and it shall thereafter be unlaw- 
ful for any person, copartnership, A;so 
or Corp. to sell, offer for sale. or by means 
of any advertisement, circular, or pros- 
pectus or by any form of public offering 
to attempt to promote the sale of the se- 
curities of such speculative enterprise in 
this State. 

Sec. 8. Any person, co-partnership, Assoc. 
or Corp. being dissatisfied with any find- 
ing, or findings, of the said Com. made in 
accordance with the provisions of this act, 
may, within 30 days from the making 
thereof, commence an action in any court 
of competent jurisdiction against said 
Com. as defendant, to vacate and set aside 
said finding, or findings. on the ground 
that the said findings are unjust or unrea- 
sonable. The rules of pleading and pro- 
cedure in such action shall be the same as 
are provided by law for the trial of equi- 
table actions in the district courts of this 
State and on the ‘hearing, the judge of 
said court may set aside, modify or con- 
firm said findings as the evidence and the 
rules of equity may require. Appeals may 
be taken from the decision of the district 
court to the Supreme Court by either party 
in the same manner as is provided by law 
in other civil actions. Pending any such 
action, the said findings of said Com. shall 
be prima facie evidence that they are just 
and reasonable and that the facts found are 
true, and pending any such action the said 
finding of the said Com. shall remain in 
full force and effect. If no action be 
brought to set aside said findings within 
30 days, the same shall become final and 
binding. 

Sec. 9. No amendment of the charter, 
articles of a NOE: constitution o! 
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by-laws of any such Corp. or the articles 
of Assoc. or by-laws of any unincorporated 
Assoc. subject to this act, shall become op- 
erative until a copy of the same has been 
filed with the said Com., as provided in re- 
gard to the original filings of charters, 
articles of incorporation, or Assoc., consti- 
tutions and by-laws, and it shall be unlaw- 
ful for wih such person, co-partnership, 
Assoc. or Corp. to transact business on any 
other plan than that set forth in the state- 
ment required to be filed by Sec. 2 of this 
act, or to make, issue, sell or offer for sale 
any “security” or “securities” required 
to be filed by Sec. 2 of this act, until a 
written statement showing in full detail 
the proposed new plan of transacting busi- 
ness and a copy of the proposed new 
“security” or “securities” shall have 
been filed with the said Com., in like man- 
ner as provided in regard to the original 
plan of business and proposed “ security” 


or “securities.” / 
Sec. 10. The provisions of this act shall 
not apply to, (a) securities of the U. S., or 


any foreign government; or of any state or 
territory; or of any county, city, township, 
Sch. Dist. or other public taxing sub- 
division of any state or territory of the 
U. S. or any foreign government; (b) se- 
curities of public or quasi-public Corps., 
the issues of which are now regulated by 
the public service Com. or board of similar 
authority of any state or territory of the 
U. S., or securities senior thereto; (c) se- 
curities of state or national banks or Tr. 
Cos. Mtg. Cos. dealing exclusively in bona 
fide Mtgs. on farm and city real estate, or 
Bldg. and loan Assoc. authorized by the 
State Banking Board to do business in this 
State; (d) securities of any domestic Corp. 
organized without capital stock for re- 
ligious, charitable or reformatorv purpose. 
The provisions of this bill shall not apply 
to the sale of stocks or bonds where the 
same are sold for cash and no Com. or 
fee is paid, directly or indirectly, for the 
9 


fas, hake) See eae 


CORPS O RA. Buie Skz -Lawe 


salo pf. thersame, and no expense for such 
sale .is charged either ta.the.Co. of issue 
on -thg purchaser of. such .securitias. 

SEC. Ix The, genenal accounts..of every 
person, ;. Sorpartnership, \Assoc..:or: Corp., 
issuing or gaanentesing. any-.secumities sub- 
jact to, the provisions. of, this. act, shall. be 
kept in, a business like. and. intelligent. man- 


ner and: in: sufficient: detail.so, that the :said. 


or their aathasicad representative can 
AKNA at any -time the financial: condi- 
tign- of. such, person,: eopartuership,, Assoc. 
or Corp.,.and the'-boaks. of aeaount. and 
affains.ef any; such persen, co-partaership, 
Assoc.,or Corp, shall be- subjest!:to-.ex- 
amination iby- the: said: Com. or’ by: their 
assistants, accquntant NOM ewaminers;: at:any 
time: said Cam: shali deemrit.admisable, and 
im the same;manmer agis nownprovitled: fer 
the. examination..of ptatecbanks;: and: such 
person, -co-paetnerskip, «Assoc. or Corp. 
shall. pay: the. actral travekng@-and hotel ex- 
penses of the assistant, accoumtantcor ex- 
aminer: of the said: Com.: when he is: abeent 
from: the Capital of the-State for the: pur- 
pose 6f- making such examination. ‘And it 
is provided further, that every person, co- 
partnership, . Assoc. . ov : Corp ‘making or 
guaranteeng assy secwrities subject to the 
provisions of this -Aet, shall file-at. the ctose 
of : business Dec. :3rst, of each year, and at 
such other times as may ‘be required by 
the said Com. a -statement -certifted'' by the 
oath of some person having actual 'keowl- 
edge of the facts ‘therein stated, setting 
forth, in su¢h form as may be prescribed 
by said Com. ‘the fimancial condition. 
amount of property and Habilities of such 
person, co-partnership, Assoc..or Corp. and 
such other information as the said ‘Com. 
may require. Each statement shalt 'be ac- 
comnanied by a filing fee of $2.50. ‘All fees 
herein provided for shall be collected ‘by 
the said Com. and shall 'be ‘turned ‘into fhe 
State Treasury. It shall ‘be unlawful ‘for 
any person, partnership, Assoc. or Corp. 
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‘subject to the provisions of this Act, fail- 
ing or refusing to comply with the pro- 
visions of this Sec. within 10 days after 
compliance is required, to thereafter sell or 
offer for sale in this State any speculative 
stock which said person, partnership, Assoc. 
or Corp. is selling or offering for sale in 
this State. 

Sec. 12. The said Com. shall have power 
upon reasonable notice either upon their 
own initiative or upon complaint of anv 
responsible person, to make or have made 
such special inspection or investigation as 
they may deem necessary in connection 
with the promotion, sale, disrosal, or offer- 
ing for sale or disposal in this State, of any 
certificates, shares, stocks, bonds, securi- 
ties, contracts, or contracts or bonds for 
deeds, to determine whether the same con- 
stitute a violation of this act or anv other 
statute of this State, by any individual 
co-partnership, Corp., or Assoc., promoting. 
offering, selling or pledging the same; and 
the said Com., their assistant or deputies. 
shall have the power to issue subpoenas 
and process compelling the attendance of 
any person and the production of anv 
papers or books for the purposes of such 
investigation and examination, and shall 
have power to administer an oath to anv 
person whose testimony may be required 
on such examination or investigation; and 
anv person who shall refuse to obey anv 
such subpoena or make answer to any 
competent and material question pro- 
pounded to him by the said Com. shall, 
upon conviction in any court of competent 
jurisdiction, be deemed guilty of a mis- 
demeanor, and fined in any sum not exceed- 
ing Ssoo or be punished by confinement 
in the county jail for not more than 90 
days, or both such fine and imprisonment. 
Upon the conclusion of such investigation. 
the said Com. may make findings of anv 
fact touching the matter or matters under 
investigation, and such findings shall þe 
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' prima facie evidence of the truth of. the 


matters ‘therein found by the 'said Com. in 
any- action, -either civil of criminal, in- 
stituted under any of the laws or statutes 
of this State against the person, persons, 
partnership,: Corp. or. Assoc. ‘The notice 
herein provided for may be given by reg- 
istered letter mailed to the last-known ad- 
dress of’ person or pérsons or Corps. to be 
investigated and the said. Commission’s cer- 
tificate; ŝhall -be sufficient evidence of such 


notice and the mailing thereof. ° 


Sec. 13. Any person who shall knowingly 
make or file or cause to be made or filed 
with the. said’ Com. any statement, .docu- 
ment, circular, advertisement or prospectus, 
required to be filed by this act, which is 
false in -any material respect or: matter, 
shall be déemed guilty. of a‘felany, and on 
conviction. in. any court of competent juris- 
diction ‘punished by a fine of not less than 
$100 or more than $5,000 or by imprison- 
ment in the Staté penitentiary for not less 
than '1 nor more than'§5 years, or by both 
such fine and imprisonment. 

SEC. 14. Any person, partnership, Assoc. 
or Corp. who shall commit in this State any 
act declared ‘unlawffil by Secs. 2, 6, 9, or 
11 of this act, shall be deemed guilty of a 
felony and on conviction in any court of 
competent jurisdiction be punished by a 
fine of not less than $1060 nor more than 
$5,000, or by confinement in the Oklahoma 
State penitentiary for a term of not less 
then I nor more than 7 years. 

Sec: 15. This act shall not apply to the 
owner of any speculative security who is 
not the maker or issuer thereof, who shall 
acquire and sell the same for his own ac- 
count in the usual and ordinary course of 
business and not for the direct or indirect 
promotion of any enterprise or scheme 
within the purview of this act, providing 
that such ownership is in good faith. Re- 
peated or successive sales of any such 
speculative -ccurity or securities shall be 
12 
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prima facie evidence that the claim of own- 
ership is not bona fide, but is a mere shift 
or device to evade the provisions of this 


act. 

Sec. 16. Any person who shall knowingly 
or willingly subscribe to, or make, or cause 
to be made any false statements or false 
entry in any book of account of any person, 
co-partnership, Assoc. or Corp., subject to 
the provisions of this act, or exhibit any 
false paper with the intention of deceiving 
any person authorized to examine into the 
affairs of such person, co-partnership, 
Assoc. or Corp. or shall make or publish 
any false statement of the financial condi- 
tion of any person, co-partnership, Assoc. 
or Corp. subject to the provisions of this 
act, or shall knowingly make any false 
statements materially affecting the value of 
the stocks, bonds, or other securities offered 
for sale by any such person, co-partnership, 
Assoc. or Corp., shall be deemed guilty of 
a felony and upon conviction thereof shall 
be fined not less than $100 nor more than 
$5,000, or shall be imprisoned not less than 
I year nor more than 10 years in the State 
Penitentiary. 
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OREGON 
As Amended 1915 Sess. of Leg. 


Dealer Defined. Src. 1. The word 
“dealer” within the meaning of this act 
shall include every person, partnership, 
Corp., or Asso. which is now engaged, or 
which shall hereafter engage, in the selling 
to others at a profit or on commission, or 
in the buying for the purpose or in the 
contemplation of so selling, any stocks, 
bonds, notes, contracts or other securities 
of whatsoever kind or character; provided, 
that any purchase for investment of any 
security or securities, or any sale of such 
security or securities previously held by the 
vendor thereof as or for an investment, by 
any person, partnership, Corp. or Asso., or 
any sale, transfer, or negotiation of such 
security or securities by the bona fide owner 
thereof, or by any agent exclusively for 
such owner’s account, such sale, transfer, or 
negotiation not being in the course of re- 
peated or continuing transactions of a simi- 
lar nature, shall not constitute the pur- 
chaser or vendor of such security or se- 
curities so purchased or sold, a dealer 
within the meaning of this act; and, pro- 
vided, further, that any partnership, domes- 
tic as foreign Corp. doing business 
within this State, or Asso. which shall here- 
after offer its own securities for sale to the 
public shall be considered a dealer within 
the meaning of this act. 

Dealers Shall File Statements, Src. 2. 
No dealer shall in this State offer for sale, 
or promote by advertisement, circular or 
any other form of public or general offer- 
ing, the sale of any corporate securities to 
be hereafter issued unless prior thereto 
there shall have been filed with the Corpo- 
ration Commissioner: 

(1) A copy of the security so to be issued. 

(2) A copy of any prospectus or advertis- 
ing matter which is proposed to be issued 
in connection with the sale of such securities. 
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(3) A statement in substantial detail of 
the assets and liabilities of the Corp. pro- 
posing to issue such securities, or such a 
statement thereof as shall be prescribed by 
the Corp. Commissioner. 

(4) A fell statement of facts duly veri- 
fied by the executive officers of the Corp. 
and 3 directors thereof showing the gross 
and net earnings for the preceding year of 
the Corp. proposing to issue such securi- 
ties, if the Corp. has been in existence for 
that period; provided, that the Corp. Com. 
may require that such statement cover a 
lenger period than 1 year; and, provided 
l further, that the Corp. Com. may require 

such statement to be prepared by account- 
ants or may make an examination of the 
Corp.’s affairs at its expense with his own 
accountants. 

(5) Names and addresses of the officers 
and directors of the Corp. proposing to is- 
sue such securities. 

(6) Purpose of issue. 

(7) Description of property and business. 

| to be followed. 

Provided, however, that the provisions. 
of this act shall not apply to (a) Mtgs. 
sold or purchased in their entirety, (b) cor- 
porate securities issued under the supervi- 

sion of a State or Nat. Commission, (c) 

| commercial paper and acceptances eligible 

| for rediscount at a Fed. Res. Bank, (d) 

State and Nat. Bank and Tr. Co. stock, 

(e) securities listed on such stock ex- 

i changes and in such standard manuals as 

4 the Com. may approve, (f) or to bonds or 

| i other evidences of indebtedness of the U. S., 

i or of any Foreign Gov’t, or of any State or 
| 
| 


Ter. of the U. S., or of any municipal or 

public Corp. of such Gov’t, State or Ter. 
Corporation Dept. of Ore., and Com- 
missioner. Sec. 3. There is hereby estab- 
lished a Dept. to be known as the “ Cor- 
poration Department of the State of Ore- 
gon.’ which Dept. shall be in charge of a 
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ehief officer who shall be known as the 
Corporation Commissioner. The Gov. shall, 
immediately after this act goes into effect, 
appoint such. Com., who. shall hold office 
until the first Mon. in Jan., 1917, unless 
sooner removed by tha: Gov. for inefficiency 
op malfeasanee in office; and: thereafter, and 
at intervals of 4 years each, commencing on 
the fizst Mom. in Jan., 1917, it shall be the 
duty of. the Gov. to appoint some qualified 
man as such Commissioner. * 
Corporations, Etc, Mow Supervised 
by Sec. or Treas. Are Given Over to 
Commissioner. Suc. 6. * * * All du- 
ties required by law to. be discharged by 
the Sec. of State: and: State Treas., in con- 
nection with the supervision of Corps:, joint 
stock Cos. and Assos., shall, from and after 
the taking: effect. of this act, be discharged 
by the said Com. All fees, charges, inter- 
eat, fines. and penalties: provided by this act 
or heretofore paid: to: the Sec. of State and 
State Treas. by foreign: and domestic Corps., 
joint stock Cos. and Assos., shall hereafter 
be paid into the Corp. Dept., apna Sa 
Dealers Shall. Secure Permits. SEC. 7. 
Any person, partnership, Corp. or Asso. ap- 
plying to the Corp. Com. for a. permit to 


do business: as: a dealer shall file in the 


office of the €om., together with the filing 
fee of $500, evidence; to be confirmed by 
the said Com’s. investigation as may by 


him be deemed necessary, establishing the: 


sound moral character and the good busi- 
ness repute of the person, partnership, Corp. 
or Asso. so applying and showing for what 
length of time such person, partnership, 
Corp. or. Asso. has been engaged in the sale 
of securities. Also a statement of the as- 
sets and liabilities of such person, partner- 
ship, Corp., or Asso., and such other in- 
formation: as the said’ Com. may require. 
Such permit shall entitle such dealer to 
handle stich stocks, bonds, notes, contracts 
or other securities in Ore. as are not ob- 
jected to by the Corp. Com.; providing, that 
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such dealer shall file on the first day of 
each month a list of such stocks, bonds, 
notes, contracts or other securities on hand 
for sale, and handled by it during the pre- 
ceding month as come within the provisions 
of Sec. 2 of this act and are not within the 
exceptions in said Sec. 2 contained; and, 
providing further, that said Corp. Com. 
shall have authority to prohibit said dealer 
from handling any of such issues at any 
time he shall be satisfied that said dealer 
is guilty of fraud or misrepresentation in 
the sale of any such securities and if the 
dealer shall refuse to obey the order made 
by the said Com. his permit may be revoked 
made by said Commissioner. 

Aggrieved Person May Appeal. SEO. 

. Any person aggrieved by any decision 
of the Corp. Com. under this act shall have 
his appropriate remedy, provided by exist- 
ing law, in any court having jurisdiction 
for the correction of such decision, if the 
same be erroneous or unjust or without 
jurisdiction. 

Shall Notify Commissioner of Changes. 
Sec. 9. No dealer operating within the 
scope of this act shall make any amend- 
ment to his or its charter, Arts. of incor- 
poration, constitution or by-laws, or for in- 
crease or decrease of capital stock, or any 
other change materially affecting any state- 
ment or. representation made in his or its 
statement filed under Sec. 2 hereof, unless 
he or it first prepare and file with the Corp. 
Com. a duly verified supplemental state- 
ment setting forth clearly and concisely all 
material facts in connection with the 
change, which said supplemental statement 
shall be subject in all respects to the pro- 
visions of Sec. 2 hereof in like manner as 
the original. : 7 

Advertisements Are Regulated. Serc. 
10. It shall be unlawful for any dealer or 
his agent to issue, circulate or deliver any 
advertisement, pamphlet, circular or other 
document in regard to such stocks, bonds, 
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notes, contracts or other securities as shall 
come within the provisions of Sec. 2 of this 
act and are not within the exceptions in 
said Sec. 2 contained, in Ore. until after 
such dealer shail have been licensed to sell 
such securities in Ore. as provided in this 
act, and it shall be unlawful for any such 
licensed dealer or his agents to issue, cir- 
culate or deliver any such advertisement, 
pamphlet, circular or other document, un- 
less the same shall be signed and bear a 
serial number and a copy thereof first filed 
with the Corp. Dept., mor shall it be lawful 
for such dealer or his agent to issue, cir- 
culate or deliver such advertisement, 
pamphlet, circular or other document after 
he has been notified of objection thereto by 
said Corp. Commissioner. 

Dealer May Appoint Agents. Seo. 11. 
Any dealer may appoint one or more agents: 
but no such agent shall do any business for 
said dealer in this State until he shall first 
register with the Corp. Com. as agent for 
such dealer and for each of such registra- 
tion there shall be paid to the Com. the 
sum of $2.00. Such registration shall en- 
title such agent to represent said dealer 
as its agent until the lst day of July fol- 
lowing, when it shall be necessary to re- 
register such agent. Such permit, however, 
shall be subject to revocation at any time 
by the Corp. Com. for cause and subject to 
the provisions of Sec. 10 of this act. 

Dealer Shall File Regular Statement. 
Sec. 12. Every: dealer shall file as of the 
close of business on June 30 of each year, 
and at such other times as required by 
the Corp. Com., a certified statement in 
such form as may be prescribed and fur- 
nished by the said Com., setting forth his 
financial condition and the amount of his 
assets and liabilities and furnishing such 
other information concerning his affairs as 
said Com. may require.. Every regular 
statement of June 80, shall be accompanied 
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by a filing fee of $2.00. Any dealer failing 
to file his report as of the close of busi- 
ness on June 30 of each year, within 15 
days of that date, or failing to give any 
other or special report herein required, 
within 30 days after receipt of request or 
requisition therefor, shall forfeit his rights 
to do business in this State, and shall be 
subject to such further penalty as is here- 
inafter provided for violations of this act. 
Commissioner Given Power of Exami- 
nation. Sec. 13. The Corp. Com. shall 
have general supervision and control over 
any and all dealers, residing or doing busi- 
ness in this State, engaged in securing sub- 
scriptions for or in the issuance, transfer, 
sale, promotion, negotiation or distribution 
of any of such securities as are specified in 
Sec. 2 of this act and are not within the 
exceptions in said Sec. 2 contained, and all 
such dealers shall be subject to examina- 
tion by the said Com., or his duly author- 
ized deputies, at any time he may deem it 
advisable. The rights, powers and privi- 
leges of the Corp. Com. in making such ex- 
aminations shall be the same as are pro- 
vided with reference to the examinations 
of State Banks by the Supt. of Banks. 
Attorney General Shall Prosecute. 
Sec. 14. Whenever it shall appear to the 
Corp. Com. that any dealer is insolvent or 
is conducting his or its business in such 
manner as to jeopardize the interests of 
creditors or investors, or shall fail, neglect 
or refuse to file any circulars, papers, state- 
ments, prospectuses, documents or other ad- 
vertising matter or reports, or to pay any 
of the fees required or provided by this 
act, without satisfactory reasons therefor, 
the Corp. Com. may report the facts to the 
Atty. Gen. or to the Dist. Atty. having ju- 
risdiction, who shall at once make an in- 
vestigation of the case, and institute such 
proceedings in law or in equity in the name 
of the State in any Circuit Court having 
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jurisdiction as may be appropriate to en- 
force the provisions of this act and to pro- 
tect the interests of stockholders and bond- 
holders and other creditors and investors. 
The jurisdiction of the Cireuit Court shall 
extend to the enforcement of any proper 
remedy now existing for the protection of 
any creditor, stockholder, bondholder, or 
other person beneficially interested and the 
suit, action or proceeding may be brought 
in any county in which any one or more of 
the parties reside. 

Penalty for Violating Act. Sec. 15. 
Any dealer who shali violate any of the pro- 
visions of this act shall be deemed guilty 
of a crime and upon conviction thereof 
shall be fined for eaeh offense not more 
than $5,000.00, or by imprisonment in the 
State Penitentiary for not more than 5 
years, or by both such fine and imprison- 
ment at the discretion of the court. 

Fraudulent Overt Act Punished. 
Sec. 16. Any dealer doing business within 
the State of Oregon, or any or all of the 
officers or agents thereof, alone or in con- 
junction with others, having devised or in- 
tending to devise any scheme or artifice to 
defraud any person or persona by securing 
subscriptions for, or by promoting or ne- 
gotiating the issuance, transfer, distribu- 
tion or sale of any stocks, bonds, notes, 
contracts, or other seeurities, of any kind 
or character, who shall, for the purpose of 
executing or attempting to execute, such 
scheme or artifice, commit any overt act 
within the State, shall be guilty of a crime, 
and, upon conviction thereof, shall be pun- 
ished by a fine of not more than $5,000.00, 
or by imprisonment in the penitentiary for 
not more than 5 years, or by both such fine 
and imprisonment, at the discretion of the 
court. 

Fraudulent Concealment Punished. 
Sec. 17. If any dealer or any person with 
Intent to induce the purchase of any of the 
securities mentioned in Sec. 1 of this act 
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shall, accompanied by any writing or token, 
or note or memorandum thereof, knowingly 
or recklessly with intent to deceive or de- 
fraud, make any false statement, or know- 
ingly or recklessly, with intent to deceive 
or defraud, conceal any fact materially af- 
fecting the value of any of such securities, 
he, or they, shall be guilty of a crime, and 
upon conviction thereof shall be punished 
by a fine of not more than $1,000.00, or by 
imprisonment in the county jail for not 
more than 12 months, or by both such fine 
and imprisonment, at the discretion of the 
court, and shall be liable in damages to 
any party who has been occasioned loss 
thereby. 

Seal and Certificate of Records. SEc. 
18. The Corp. Com. shall adopt a seal with 
the words “ Corporation Department, State 
of Oregon,” and such design as the Com. 
may prescribe engraved thereon, by which 
it shall authenticate its proceedings. Copies 
of all records and papers in the office of 
the Corp. Dept., certified by the Com. and 
authenticated by the seal ôf the Dept., shall 
be received in evidence in all cases equally 
and with like effect as the original. The 
Corp. Com. shall collect a fee of 25 cents 
per folio of 100 words or fraction thereof 
for making copies of any record, document 
or paper filed in his office, and for certify- 
ing and affixing the seal of the Corp. Dept. 
to any such record, document, or paper he 
shall collect, in addition a fee of $2.00. 
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RHODE ISLAND. 
(General Laws 1910, Chapter 557.) 


“ Sec. 39. No stock, shares or install- 
ment shares, in any Invest. Co., or 
in any real estate, mining, co-operative 
Corp., society, Assoc. or organization other 
than Bldg. and loan Assocs., or notes, or 
bonds, or other securities thereof, shall be 
sold or offered for sale in this state by 
any such Co., Corp., society, organization 
or Assoc., or by any agent or broker rep- 
resenting such Co., Corp., society, organ- 
ization or Assoc. until such Co., Corp. 
society, organization or Assoc. has filed 
in the office of the Sec. of state a statement 
and certificate showing its financial con- 
dition, the location of its property or 
properties, with plans of the same, the 
amount of work done thereon, the amount 
of cash expended for improvements there- 
on, and the condition of the plant and ma- 
chinery, if any, connected therewith. Such 
statement and certificate shall be subscribed 
and sworn to by the Pres., Treas., and Sec. 
of said Co., Corp., society, organization or 
Assoc. A hike statement and certificate 
shall be filed annually thereafter on or 
before the first day of July of each year. 
For the filing of such statement or cer- 
tificate a fee of $10 shall be paid to the 
Sec. of state, and such statements and cer- 
tificates shall be recorded by the Sec. of 
state in a book kept for that purpose and 
open for public mspection. 

“Sec. 40. Any Co., Corp., society, organ- 
ization or Assoc., or any agent or broker 
representing such Co., Corp., society, or- 
ganization or Assoc., selling or offering for 
sale any stock, shares, or installment shares, 
or any notes, bonds, or other securities, in 
any such Co., Corp., society, organization 
or Assoc., which has failed to file a state- 
ment or certificate as herein provided, shall 
be fined not exceeding $500 for each 
offence. i 
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“Sec. 41. The provisions of this act shal: 
not apply to any Corp. incorporated under 
the laws of this state where at least 90% 
of the property of such Corp. is located 
in this state. 

“ Sec. 42. On the request of the governor 
or Sec. of state, the Bank Comr. shall 
privately examine the books and accounts 
of any such Co., Corp., society, organiza- 
tion or Assoc., and if in his opinion such 
Co., Corp., society, organization or Assoc. 
is insolvent, or its condition is such as to 
render a continuance of the business 
hazardous to the public, said Bank 
Comr. may petition the superior court 
for the counties of Providence and 
Bristol for the appointment of a re- 
ceiver of the estate and effects in this state 
of such Co., Corp., society, organization or 
Assoc., and for an injunction to restrain 
such Co., Corp., society, organization or 
Assoc., its officers or agents, from doing 
business in this state, and from selling or 
offering for sale in this state its stock, 
shares, notes, bonds, or other securities, 
and if incorporated under the laws of this 
state, for a dissolution, and said court shall 
have jurisdiction in enuity of such petition. 
Such receiver shall have the rights and 
powers given to receivers under the pro- 
visions of Secs. 28, 29, and 30 of this 
chap., and all acts in amendment thereof or 
in addition thereto. 

“The actual expenses of such examina- 
tion of the books and accounts of such 
Co., Corp., society, organization or Assoc. 
shall be paid by such Co., Corp., society, 
organization or Assoc., if found by the 
Bank Comr. to be insolvent or the con- 
tinuance of its business to be hazardous to 
the public, or of failing to file any report 
as required by law. 

“If any Co., Corp., society. organization, 
or Assoc. refuses to allow an examination 
of its books and accounts by the Bank 
Comr., he shall apply to the superior court 
for the counties of Providence and Bristol 
alleging such fact, and said court, on proof 
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thereof, shall enjoin such Co., Corp., so- 
ciety, organization or Assoc. from doing 
business within this state, and from selling 
or offering for sale in this state its stock, 
shares, notes, bonds, or other securities, 
and if such Corp. is incorporated under 
the laws of this state, the court may order 
a dissolution of said Corp., and may ap- 
point a receiver, who shall have the rights 
and powers above referred to.” 
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SOUTH CAROLINA. 
Enacted 1915 Session. 


Domestic Inves. Co.— foreign. Sec. 1. 
Be it enacted by the General Assembly 
of So. Car., Every person, Corp., copart- 
nership, Co. or Asso. (except those ex- 
empt under the provisions of this Act) 
organized, or which shall hereafter be or- 
ganized in this State, whether incorpo- 
rated or unincorporated, which shall either 
himself, themselves or itself, or by or 
through others, sell or negotiate for the 
sale of any stocks, bonds or other secur- 
ities issued by him, them or it within the 
State of So. Car., shall be known for the 
purposes of this Act as a domestic Inves. 
Co. Every such person, Corp., copartner- 
ship or Asso. resident of or organized in 
any other State, Ter. or Gov't, shall be 
known for the purposes of this Act as a 
foreign Inves. Co. 

Act does not apply to certain secur- 
ities — power of Ins. Comr. Sec. 2. 
The provisions of this Act shall not 
apply to (a) securities of the U. S., or any 
foreign Gov’t; or of any State or Ter. 
thereof, or of any county, city, township, 
Dist. or other public taxing Sub-Div. of 
any State or Ter. of the U. S., or any 
foreign Gov’t; (b) unsecured commercial 
paper; (c) securities of public or quasi- 
public Corps., the issue of which securities 
are regulated by a Public Service Com. or 
Bd. of equal authority of the U. S. or of 
any State or Ter. of the U. S. or securities 
senior thereto; (d) securities of Nat. banks 
or of State banks or Tr. Cos. under the 
supervision of the State Bank Examiner, or 
Bldg. and Loan Assos. of this State; (e) 
securities of any domestic Corp. organized 
without capital stock and not for pecuniary 
gain, or exclusively for educational, benev- 
olent, charitable or reformatory purposes; 
(£) Mtgs. upon real and personal property 
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situated within this State where the entire 
Mtg. is sold and transferred with the note 
or notes secured by such Mtgs.; (g) in- 
crease of stock sold and issued to stock- 
holders; also stock dividends; (h) secur- 
ities which are listed in any standard man- 
ual of information approved by Ins. Comr.: 
Provided, however, That said Ins. Comr. 
shall have the power to call for additional 
and further information than that contained 
in such manuals with reference to any 
securities listed therein, and may, pending 
the filing of such information, suspend the 
sale of such securities, and also suspend, 
either temporarily or permanently, the sale 
of any securities listed in such manuals 
after a hearing upon notice to the issuer of 
such securities if said Ins. Comr. shall find 
that the sale of such securities would 
work a fraud upon the purchaser there- 
of; (i) sales or negotiations for sales of 
stocks, bonds, or other securities by any 
Corp., copartnership or Asso. in the 
county in which it is organized. 
Statement to be filed with Ins. Comr. 
— filing fee. Src. 3. Before selling, offer- 
ing for sale, taking subscriptions for, or 
negotiating for the sale in any manner 
whatever in this State, any stocks, bonds 
or other securities of its own issue, every 
Inves. Co., domestic or foreign, shall file 
in the office of the Ins. Comr. a statement 
showing in full detail the plan upon which 
it proposes to transact business; a copy of 
all contracts, stocks, bonds or other in- 
struments which it proposes to make with, 
or sell to, its contributors or customers, 
together with a copy of its prospectus, and 
of the proposed advertisement of its sale of 
stocks, bonds or other securities, which 
statement shall also show the name and lo- 
cation and main office of the Tnves. Co., the 
names and addresses of its officers, and an 
itemized account of its financial condition 
and the amount of its assets and liabilities, 
and such other information touching its 
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conditions and affairs as the Comr. may re- 
quire. If such Inves. Co. shall be a co- 
partnership or an unincorporated Asso., it 
Shall also file with the Comr. a copy of its 
Arts. of copartnership or Asso., and all 
other papers pertaining to its organization. 
If it be a Corp. organized under the laws 
of So. Car., it shall also file with the Comr. 
a copy of its Arts. of incorporation, con- 
stitution and by-laws, and all other papers 
pertaining to its organization. If it shall be 
an Inves. Co. organized under the laws of 
any other State, Ter. or Gov’t, incorpo- 
rated or unincorporated, it shall also file 
with the Comr. a copy of the laws of the 
State, Ter. or Gov’t under which it exists 
or is incorporated, and also a copy of its 
charter and the C’t’f. of the proper officer 
of such State showing that it is authorized 
to transact business there; and also copies 
of its constitution and by-laws, and all 
amendments of any of the above mentioned 
instruments which have been made, and alf 
other papers pertaining to its organization. 
It shall also pay a filing fee of 1/10 of 1% 
upon the face value of the securities for the 
sale of which application is made: Pro- 
vided, however, That such filing fee shall 
not be more than $100, nor less than $2.50. 

Verification and certification of papers 
filed. Sec. 4. All of the above described 
papers shall be verified by the oath of a 
member of the copartnership or Co., if it be 
a copartnership or Co., and by the oath of 
a duly authorized officer, if it be a Corp. or 
an unincorporated Asso. All such papers, 
however, as are recorded or are on file in 
any public office shall be further certified 
by the officer of whose records or archives 
they form a part, as being correct copies 
of such records or archives. 

Process served on Ins. Comr.— con- 
sent thereto. Sec. 5. Every foreign Inves. 
Co. before offering for sale any of its. 
stocks, bonds or other securities in this 
State, shall also file its irrevocable written 
eonsent that suits ang actions may be com- 
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menced against it in the proper Court of 
any county in this State in which a cause 
of action may arise or in which the plain- 
tiff may reside, by the service of any pro- 
cess or pleadings authorized by the laws 
of this State, on the Comr., said consent 
stipulating and agreeing that such service 
of such process or pleadings on such Comr. 
shall be taken and held in all Courts to 
be as valid and binding as if due service 
had been made upon the Co. itself, and 
said instrument containing such consent 
shall be authenticated by the seal of said 
foreign Inves. Co., and by the acknow- 
ledged signature of a member of the co- 
partnership or Co., if it be a copartner- 
ship or Co., or by the acknowledged sig- 
nature of the Pres. and Secy. of the 
incorporated or unincorporated Asso., if 
it be an incorporated or unincorporated 
Asso., and shall in such case be accom- 
panied by a duly certified copy of the 
resolution of the board of directors, 
trustees or managers of the Corp. or 
Asso., authorizing the Secy. and Pres. to 
execute the same. In case any process or 
pleadings mentioned in this Act are served 
upon the Comr., it shall be by duplicate 
copies, one of which shall be filed in the 
office of the Comr., and another immedi- 
ately forwarded by special delivery mail 
to the head office of the person or Corp. 
against which said process or pleadings are 
directed. 

Powers of Comr. Sec. 6. The said 
Comr. shall have power to demand from any 
Inves. Co. seeking to come under the pro- 
visions of this Act any further information 
other than such Inves. Co. is required to 
furnish under the provisions of this Act 
which shall be necessary to the end that the 
Comr. may be put in possession of all facts 
and information necessary to qualify him to 
properly pass upon all questions that may 
come before him. He may make or have 
made under his direction a detailed exam- 
ination of such Inves. Co.’s property, busi- 
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ness and affairs, which examination shall be 
a: the expense of such Inves. Co. He may. 
cause an appraisal to be made, at the 
expense of said Inves: Co., af the propr 
Pe of said Inves. Co., including. the 
Pralue of patents, good will, promotion and 
intangible assets, and it may fix the amount 
of stocks, bonds and securities that shall be 
issued by any incorporation, foreign or don 
mestic, in payment for property, patents, 
good will, promotion and intangible assets 
at the value it shall find the same to be 
worth, and may require that such stocks 
and securities so issued for such property, 
patents, good will, promotion and intangible 
assets shall be deposited in escrow under 
such terms as said Comr. may prescribe. 
And said Comr. may withhold its license to 
sell stocks, bonds and securities if such 
Corp. has issued stocks, bonds and secur- 
ities in payment for property, patents, good 
will, promotion and intangible assets in ex- 
cess of their values as found by said Comr., 
or if said stocks, bonds and securities are 
not deposited in escrow according to the 
term fixed by such Comr. until such stocks, 
bonds and securities issued in payment for 
property, patents, good will, promotion and 
intangible assets in excess of the value so 
found by said Comr. has been surrendered 
to such Corp. and cancelled by it, and until 
the said stock has been deposited in escrow 
under the terms prescribed by said Comr. 
Comr. to investigate plan of business ~~ 
duty in case of fraud — sale of stocks =- 
certificate. Sec. 7. It shall be the duty of 
said Comr. to examine the statements and 
documents filed in his office by any Inves. 
o. and the reports of any investigation 
onducted under the direction of said Comr.. 
nd to hear such applicant, and he shall 
have power to examine under oath any 
person interested or connected with such 
Inves. Co., and if such Comr. finds that the 
proposed plan of business of said Inves. 
Co., or that its proposed contracts, stocks, 
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bonds or other securities are fraudulent or 
are of such a nature that the sale of such 
contracts, stocks, bonds or other securities 
would in the opinion of said Comr. work a 
fraud upon the purchaser, then said Comr. 
shall disapprove the sale of such proposed 
contracts, stocks, bonds or other securities 
and shall notify such Inves. Co. by Reg. 
mail of his findings and disapproval, and 
it shall be unlawful for such Co. to do any 
business in the way of selling, offering for 
sale, taking subscriptions for, or negotiat- 
ing for the sale in any manner whatever of 
any such contracts, stocks, bonds and other 
securities in this State; and said contracts, 
stocks, bonds and other securities shall not 
be sold in this State. If, however, said 
Comr. shall not find that the proposed plan 
of business of said Inves. Co. or that its 
proposed contracts, stocks, bonds or other 
securities are fraudulent or are of such 2 
nature that the sale of such contracts, 
stocks, bonds or other securities would in 
the opinion of said Comr. work a fraud 
upon the purchaser thereof, then he shalt 
approve the sale of such stocks im So. Car. 
and issue its C’t’f. in substantially the fol- 
lowing language: 


“ This is to certify, That the ........ has 
this date been given permission to self 
Deen OLS: onered t ALEAN within 


(Stocks, bonds or securities) 

the State of So. Car. The Comr. does not 
recommend the purchase of this security. 
Dated 6 dev-tsny sinira cau bea es 

In witness whereof, I have hereunto 
affixed my seal. 

(SEAL)  # .  -Gkuwhaveeeesuieunteaces 5 

Insurance Commissioner.” 


The words “ The Commissioner does not 
recommend the purchase of this security ” 
shall be printed in type 2 sizes larger than 
any other part of said C’t’f., and in case 
said C’t’f. or the fact that said Comr. has ap- 
proved said security is printed or published 
in any circular, pamphlet or newspaper, the 
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words “ The Commissioner does not recom- 

mend the purchase of this security ” shall 

be printed in type 2 sizes larger than the 

type in which the statement of fact that 

pec security has been approved by said 
omr. appears. 

Who deemed “ dealer.’”? Sec. 8 Any 
person, firm, copartnership, Corp. or Asso., 
whether domestic or foreign, not the issuer, 
who shall in this State sell or offer for sale 
any of the stocks, bonds or other securities 
issued by any foreign or domestic Inves. 
Co., except the securities: specifically ex- 
empted in this Act, or who shall by adver- 
tisement or otherwise profess to engage in 
the business of selling or offering for sale 
such securities, shall be deemed to be a 
“dealer” in such securities within the mean- 
ing of this Act, and no dealer within the 
meaning of this Act shall sell or offer for 
sale any such securities or profess the busi- 
ness of selling or offering for sale such 
securities unless and until he shall have 
filed a list of the same in the office of the 
Comr., as in this Act provided. The term 
“dealer” shall not include an owner, nor 
issuer, of such securities so owned by him 
when such sale is not made in the course of 
continued and successive transactions of a 
similar nature, nor one who in a trust 
capacity created by law lawfully sells any 
securities embraced within such trust. 

Registration of dealer — agent — infor- 
mation to be furnished Comr.— service of 
process — license. Sec. 9. Any dealer de- 
siring to sell or offer for sale within this 

tate any stocks, bonds or other securities 
not exempted under the terms of this Act, 
shall first register with the Comr., and shall 
pisrnish said Comr., upon oath, in such form 
as the Comr. shall prescribe, the following 
information, to wit: The dealer’s name, 
residence and business address, the general 
character of the securities to be dealt in, 
the place or places where the business is to 
be conducted within this State, and where 
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the business in this State is not to be con- 
ducted by the dealer in person, then the 
names and addresses of all the persons in 
charge thereof. Said dealer shall pay to the 
Comr. a fee of $1 and shall furnish said 
Comr. with such other information in addi- 
tion to that above specified as said Comr. 
shall deem necessary in order to thoroughly 
acquaint such Comr. with the character of 
the business of said dealer. All authorized 
agents of any dealer shall be registered with 
the Comr., and the name of any agent shall 
be stricken from the register by the Comr. 
upon the written request of the dealer, and 
additional Agts. may be registered by the 
Comr. upon like request of the dealer: Pro- 
vided, That no Agt. shall act as such until 
his name and address shall be registered 
with the Comr. If the dealer shall be a 
non-resident of this State or a Corp. other 
than a domestic Corp., he shall at the time 
he registers with the Comr. file with the 
Comr. a written duly authenticated appoint- 
ment of the Comr. as his or its Agt. in S. C., 
upon whom process or pleadings may be 
served for and on behalf of the dealer, 
which appointment shall be irrevocable. 
Upon compliance by such dealer with the 
provisions of this Act, the said Comr. shall 
issue to such dealer a license under the 
seal of said Comr., and signed by the 
Comr., which said license shall be good 
until revoked by said Comr. for good 
cause upon notice to such dealer and a 
hearing duly had. 

Agents’ Fee—Appropriation. Sec. 10. 
In addition to the filing and examination 
fees herein provided for to be paid by 
Inves. Cos. and dealers, there shall be 
charged and collected by said Comr. a fee 
of $1 for the registration and authorization 
of each agent of any such Inves. Co. or 
dealer, * * x, 

Accounts — Commissioner to investi- 
gate — per diem, etc.— license revoked 
— notice — hearing. Sec. 1r. General 
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accounts of every Inves. Co., domestic 
or foreign, shall be kept in a business- 
like and intelligent manner and in suff- 
cient detail that said Comr. can ascer- 
tain at any time its financial condition, and 
the books of account shall at all times dur- 
ing business hours, except on Sundays and 
legal holidays, be open to stockholders and 
investors in said Co. and the said Comr. or 
his duly authorized representatives, and all 
such Inves, Cos. shall be subject to ex- 
amination by said Comr., or his clerks, ac- 
countants or examiners, at any time said 
Comr. shall deem it advisable, and in the 
same manner as is now provided for the 
examination of State banks, and such 
Inves. Co. shall pay for such examinations 
of not to exceed $7.00 for each day or 
fraction thereof and the actual traveling 
and hotel expenses of the person or per- 
sons making such examination, and the 
failure or refusal of any Inves. Co. to pay 
such fees, upon demand of the Comr., shall 
work a forfeiture of the right of such 
Inves. Co. to sell or offer for sale any of 
its contracts, stocks, bonds or other se- 
curities in this State. In case of a pre- 
liminary examination of any Inves. Co. by 
said Comr. for the purpose of the ascer- 
tainment by said Comr. as to whether said 
Co. shall be permitted to come under the 
provisions of this Act, the fee of such ex- 
amination shall be the same as in this Sec. 
provided, and in case it shall be made to 
appear to the Comr. from the examination 
of said investment after said Inves. Co. 
has been authorized to sell its stocks, bonds 
and other securities would work a fraud 
upon the purchaser, then said Comr. may 
make an order revoking the license of said 
Inves. Co. to sell its stocks, bonds and se- 
curities, upon notice duly given and a hear- 
ing duly had, and may, pending such hear- 
ing, suspend the right of said Inves. Co. to 
sel] its stocks, bonds and securities. 
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Unlawful to offer securities without 
C’t’f. of Comr.—advertisement regulated. 
Sec. 12. It shall be unlawful for any Inves. 
Co. or dealer, or representative thereof, 
either directly or indirectly, to sell or cause 
to be sold, offer for sale, take subscrip- 
tions for, or negotiate for the sale in any 
manner whatever in this State, any stocks, 
bonds or other securities (except as ex- 
pressly exempted herein), unless and until 
said Comr. has approved thereof and issued 
C’t’f. in accordance with the provisions of 
this Act, nor shall it be lawful for any such 
Inves. Co. to transact business on any other 
plan than that set forth in the statements. 
and papers required to be filed by virtue of 
the provisions of this Act or the rules of 
the Comr. It shall be unlawful for any 
Inves. Co. or dealer, or its or his Agts., to 
issue, circulate or deliver any advertise- 
ment, pamphlet, circular, prospectus, or 
other document in regard to its stocks, 
bonds or other securities im So. Car. differ- 
ing in any way from the copy filed with 
said Comr. as provided by this Act. It 
shall be unlawful for any newspaper pub- 
lished in So. Car. to advertise the sale of 
any stocks, bonds or securities which have 
not been approved by said Comr. or which 
ree not exempt under the provisions of this 

ct. 

Compliance with this Act required. 
Sec. 13. No dealer within the meaning of 
this Act shall sell or offer for sale within 
the State any of the stocks, bonds or other 
securities of any Inves. Co. unless such 
Inves. Co. shall have fully complied with 
all the provisions of this Act, nor until said 
dealer shall have registered with the Comr., 
under the terms of this Act: Provided, 
however, That should any dealer desire to 
sell or offer for sale within this State the 
stocks, bonds or other securities of an 
Inves. Co. which has not itself complied 
with the provisions of this Act, said dealer 
shall make application to the said Comr. 
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for license as hereinbefore provided for ap- 
plications by Inves. Cos. and shall pay the 
ae fee required to be paid by said Inves. 
O. 
Information for benefit of public. Sec. 


- I4. All information obtained by the Comr. 


with reference to any securities and all 
records of the Comr. relating thereto shall 
be open to examination by the public, and 
it shall be the duty of the Comr. to preserve 
such information, and so classify and ar- 


-range it as to facilitate examination. The 


Comr. may from time to time issue in 
pamphlet form, or by means of newspaper 
advertisements or otherwise, any and all in- 
formation regarding any and all contracts, 
stocks, bonds or other securities sold or 
offered for sale within this State which he 
deems would be of public interest or ad- 
vantage. 

Lene to make false statement. 
Sec. 16. Any person who shall knowingly 
or wilfully subscribe to or make or cause 
to be made any false statement or false 
entry in any book of any Inves. Co., or who 
shall exhibit any false paper with the inten- 
tion or for the purpose of deceiving any 
person authorized to examine into the 
affairs of said Inves. Co., or shall make or 
publish any false statement of the financial 
condition of said Inves. Co., or false state- 
ment relating to the contracts, stocks, bonds 
or other securities by it issued and offered 
for sale, shall be deemed guilty of a mis- 
demeanor and shall be punished as herein- 
after provided. 

Commissioner to furnish information 
— fees — expenses. Sec. 17. The Comr. 
shall provide for the furnishing to those 
who may apply therefor, of any information 
regarding any Inves. Co. or its affairs, 
which is on file in his office, said Comr. to 
charge therefor approximately the cost of 
preparing such information. 

Companies to file statement of con- 
dition. Sec. 18. Every Inves. Co., domestic 
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or foreign, shall file before Apr. 1 in each 
and every year a detailed statement in such 
form and containing such information as 
the Comr. shall require, showing its con- 
dition at the close of business on the pre- 
ceding Dec. 31st, and shall at the same time 
pay a filing fee therefor of $1.00. 

Misdemeanor to violate act. Src. 19. 
Any person or persons who shall violate any 
of the provisions of this Act shall be deemed 
guilty of a misdemeanor, and upon con- 
viction thereof shall be fined not more than 
$1,000 or shall be imprisoned in the county 
jail for not more than one year, or both 
such fine and imprisonment, in the dis- 
cretion of the Court. * 

Approved the twenty-fifth day of March, 
A. D. 1915. 
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Code 1919, Chapter 13, Sections 10127 to 
10149. 

Membership. Sec. 190137. The securi- 
ties Com. heretofore created, whose 
duty # shall be to admimister and provide 
for the enforcement of the provisions of.: 
this Chap., shall continue to consist of the 
Supt. of banks, who shall be president 
thereof, the Atty.~Gen., and the rural credit 
Comr., all of whom shall be members of 
such Com. during their terms of office and 
any two of whom shall constitute a 
quorum. Such Com. shall have its office 
in the capitol, in a room to be furnished 
and equipped by the state, and all of its 
records shall be there kept. It shall kold 
regular monthly meetings an such dates as 
may be determined by the Com. and may 
hold special meetings en the call of the 
Pres.; it shall keep a complete record of 
all its meetings, its accounts and the busi- 
ness it transacts, and may prepare all 
necessary blanks to be used in its proceed- - 
ings and in the conduct of its business. 
Such Com. shall have power to appoint a 
Sec. at a salary of not to exceed $2,400 
per annum. The person so appointed shall 
proceed to qualify by subscribing the usual 
oath of office and by giving a bond to the 
state in the penal sum of $5,000, with such 
surety as the Com. shall appreve, condi- 
tioned upon the faithful performance of 
the duties of the office, which bond shall 
be recorded and filed as the official bonds 
of other state officers. 

The Sec., when acting for the Com., shal! 
have equal power and authority, subject 
to the approval of the Com., and he may 
be authorized to reject applications sub- 
ject to review. He shall attend to and: 
perform any and all detail work relative 
to the Com. Such Com. shail have power 
to employ such other and further assistance 
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as may be necessary to carry out the pro- 
visions of this Chap. Such Com. shall 
annually make a. report to the Gov. at the 
time and in the manner provided in Secs. 
6922 and 7067, containing an accurate re- 
view of the work of the Com., a schedule 
of the permits granted, a schedule of the 
applications rejected, a statement of the 
receipts and disbursements of the Com. and 
such other material information as relates 
to the work of the office. 

Investment companies defined. Sec: 
10128. Every person, Corp., partnership, 
Co. or Assoc. except those exempt under 
the provisions of this Chap., organized or 
which shall hereafter be organized in this. 
state, whether incorporated or wunincor- 
porated, who or which shall, either directly 
or through any person, engage in the busi- 
ness of selling or negotiating for the sale 
of any stocks, bonds, investment contracts, 
service contracts, purchase contracts, mem- 
bership certificates or other securities 
issued by him or it within this state, shall 
be known for the purposes of this Chap. as 
a domestic investment Co. Every such per- 
son, Corp., partnership Co. or Assoc., resi- 
dent of or organized in any other state, 
Terr. or Govt., shall be known for the 
purposes of this Chap. as a foreign Invest. 


o. 

When chapter not applicable. Src. 
10129. The provisions of this Chap. shall 
not apply to: 

I. Securities of the U. S., of any foreign 
Gov't, of any state or Terr. of the U. S. 
or of any county, city, township, district 
or other public taxing subdivision of any 
state or Terr. of the U. S., or any foreign 
country. 

2. Unsecured commercial papers. 

3. Securities of public or quasi public 
Corps., the issue of which securities is 
regulated by the Board of R. R. Comrs. 
of this state, or by a public service com- 
mission or board of equal authority of any 
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state of herr. of the U. .S. ør . secucities 
senior thereto. 

4. bacuritees.of state. or, national banks or 
at ‘Fr. Cos. or building and loan associa- 
trons of this state. 

5. Securities of any domestic Corp.. or- 
ganized ‘without capital stosk and aat for 
pecuniary .gain, or exclusively for : educa- 
tional, benevolent, charitable or referma- 
tory purpases. 

„6. Marigages npon real and persanal 
praperty situated within this state where 
the entire Mtg. is sold and transferred with 
the .note.er nates secured by such . mort- 
sages. 

7-tlncrease af stack sold and issned to 
stackholders, also stock dividends. 

Securities which are listed in -any 
standard manual of information approved 
by such Com.; .provided, that such Com. 
shall have .the pawer to call for arditianal 
and further infarmatien than that con- 
tained in such manuals with reference to 
any securities listed therein, and may, pend- 
img the Sling of such information, suspend 
the:sale of such securities, and also suspend, 
either temporarily or permanently, the sale 
af any -securities listed in such manuals 
after a hearing upan. notice to the isauers 
af such securzties, if such. Com. shall find 
that the isale of such securities wauld work 
a fraud upon :the purchasers thereof. 

9. Isolated.or single transactions. 

“All permits granted by the Com. created 
by Chap..313 of the laws.of 1913, that may 
be .in force when this code takes effect, 
shall remain in force :subject to revocation 
by the Cam. provided for in this Chap. 

Company must file statement. Sec. 
10730. Before se ‘offering for sale, 
taking -subscriptions for, or negotiating :for 
the sale in any manner whatever in this 
state, of any stocks, bonds, investment con- 
tracts, or service contracts, purchase con- 
tracts, membership certificates which pur- 
pert ta. create a liability on the part of.the 
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issuer, or other securities of its own issue, 
every "Invest. Co., domestic or foreign, shall 
file in the office of the Com. a statement 
showing in full detail the plan upon which ' 
it proposes to transact business; a copy of 
all contracts; stocks, bonds or other in- 
struments which it proposes to make with 
or sell to its contributors or customers, to- 
gether with a copy of its prospectus and 
of the proposed advertisements of its sale 
of stocks, bonds, investment contracts, or 
service contracts, purchase contracts, mem- 
bership certificates or other securities, 
which statement shall show the name, loca- 
tion and main office of the Invest. Co., the. 
names and addresses of its officers and an 
itemized account of its financial condition, 
the amount of its assets and liabilities, and 
such other information touching its condi- | 
tions and affairs as the Com. may require. 

If such Invest. Co. shall be a partnership 
or an unincorporated Assoc., it shall also- 
file with the Com. a copy of its articles 
of partnership or Assoc., and all other 
papers pertaining to its organization. If it 
be a Corp. organized under the laws of this 
state, it shall also file with the Com. a copy 
of its articles of incorporation, constitution 
and by-laws, and all other papers pertain- 
ing to its organization. If it shall be an 
Invest. Co. organized under the laws of 
any other state, territory or Gov't, incorpo- 
rated or unincorporated, it shall also file 
with the Com. a copy of the laws of this 
state, territory or Govt. under which it 
exists or is incorporated, and also a copy 
of its charter and the certificate of the 
proper officer of such state, territory or 
Govt., showing that it is authorized to 
transact business therein; and also copies 
of its constitution and by-laws, and all 
amendments to such instruments, if any 
have been made, and all other papers per- 
taining to its organization. Every such 
Invest. Co., foreign or domestic, shall at 
the time of filing the above named papers, . 
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pay ai centrficate: fee of Iy 10- af If upon the 
{zer value oi the: secunities far the sale of 
wincir application ie made; previdad; baw- 
even, that such certificate fee shall. net. be. 
more than- $200,, nar lese than. fae, and, ia- 
addition. theneto,. each applicant. shall pay 
a: filing: fer: of $4 to be retained and: paid! 
inta: the: securities: Comm fend, the said’ 
certificate: fee ta be: returned te applicant 
in the event ef: complete: disappnowal: or 


rejection. 

tement verified: Sea. Iori: Alk af 
the above described: papers- shall: be verified. 
by’ the ath of x memben of the partner- 
ship or Co, if it be a pantnership ar Co, 
and by the eath of.a duly autheriaed 'ofiieen, 
if it be a Corn. or an unimecorperated: Assoc. 
Ail: sah. papers. haweven,. as: are- recorded 
or- are om file: in. any publie. office shall: he 
further certified by the officen of whese 
resords; ar archives they form a partt,, as . 
being correct copies. of such: records on 
archives. 

Cansent ta service off proses Sac 
10132. Eveny foreign. Invest. Co., before: 
offemng: for sale any: of: its stocks, bondg;, 
investment. contracts or other’ securities in: 
this: state. shall also file its; irrevacable:. 
written consent. that! actions and: proceed-- 
ings may be commenced against it is the 
proper court af any county; im this; state: in 
which a. cause of action may. arise: an in. 
winel: the plaintiff may reside,, by: the: senv-- 
ice: of any process or pleading authonized 
by’ the: laws: of this state on the Supt. of. 
Banks of: this state, such: consent stipulat-- 
ing and agreeing that such service of: such 
process or pleadings: on- such Supt. shadi: be- 
taker and: held im all courts: to: be as: valid’ 
and binding. as if due service: had been 
made upon: the Co. itself, and such: instru- 
ment containing: such: consent shall: be. aur- 
thenticated’ by the: seal, of such: foreign: 
Invest.. Co., ar by the: aeknowledkedi sig-- 
nature of a member: of the: partnership or 
Co., i€ it be a partnership or Co:,. on by 
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the acknowledged signature of the Pres. 
and Sec. of the incorporated or unincor- 
porated Assoc., if it be an incorporated or 
unincorporated Assoc., and shall in such 
case be accompanied by a duly certified 
copy of the resolution of the board of 
directors, trustees or managers of the 
Corp. or Assoc., authorizing the Sec. and 
Pres. to execute the same. In case any 
process or pleading mentioned in this Chap. 
be served upon the Supt. of banks of this 
state, it shall be by duplicate copies, one 
of which shall be filed in the office of the 
securities Com. and the other immediately 
forwarded by registered mail to the head 
office of the person or Corp. against which 
such process or pleading is directed. 

Hearing by commission. SEC. 10133. 
Every application shall be heard by the 
Com, at the next regular meeting after 
such application is filed, such filing to pre- 
cede such regular meeting by 24 hours, or 
at a special or adjourned meeting of the 
Com., but if such application is heard at 
a special or adjourned meeting the Sec. 
shall give the applicant at least 2 days 
notice of such hearing. Such Com. shall 
have power to adjourn any hearing upon 
any application from day to day or from 
time to time. 

Commission may demand further in- 
formation. Sec. 10134. The Com. shall 
have power to demand from any Invest. 
Co. seeking to come under the provisions 
of this Chap. any further information, 
other than such Invest. Co. is required to 
furnish under the provisions of this Chap. 

which shall be necessary to the end that 
À the Com. may be put in possession of all 
facts and information necessary to qualify 

it to properly pass upon all questions that 

may come before it. It may make or have 

made under its direction a detailed exam- 

y ination of such Invest. Co.’s property, busi- 
ness and affairs, which examination shall 
be at the expense of such Invest. Co. It 
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may cause an appraishl to be made,: at 
the: expense of such Invest. Co., of the 
property of such Co., including the 
valne of patents, good will, promotion: and 
intangible assets, and it may frx the amount 
of stocks, bonds, investment contracts and 
securities that shall: be issued by any Corp., 
foreign-or domestic, in payment for prop- 
erty, patents, good will, promotion, and 
intangible assets: at the value it shall find 
the same to be-worth and may require that 
such stocks and securities so issued for 
such property, patents, good will,: promo- 
tion and intangible assets shali be deposited 
in escrow under such terms as.said Com. 
may prescribe. And said Com. may with- 
hold its. license to sell:such stocks, bonds, 
investment contracts, and. securities if such 
Corp. has issued stocks, bonds, investment 
contracts and securities in payment for 
property, patents, good will, promotion, and 
intangible assets in excess of their: value 
as found by said Com. or if said stocks, 
bonds, investment contracts: and securities 
are: not deposited in escrow according to 
the terms fixed by saech Com. until: such 
stock, bonds, investment contracts and 
securities issued in payment for property, 
patents, good will, promotion and intangible. 
assets in excess Of:the value so faund: bv 
said Com. has been surrendered to: such 
Corp. and canceled by it, and until such 
stock has been deposited: in escrow under 
the: terms prescribed -by said: Com.: pro- 
vided that no Invest.. Co. shall expend. to 
exceed 15% of its issued capital: stock for 
Com. and organization. expense. 
Commission — Duties. Sec. 10135. It 
shall be the duty of such Com. to examine 
the statements and documents fled: in its 
office by any Invest. Co. and the- reports 
of any investigation conducted under its 
direction and to hear such applicant and it 
shall have power to examine under oath 
any person interested or connected with 
such’ Invest. Co., and if such Com. finds 
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that the proposed plan of business of such 
Invest. Co., or that its proposed contracts, 
stocks, bonds, investment contracts or other 
securities are fraudulent or are of a nature 
that the sale of such contracts, stocks, 
bonds or other securities would in the 
opinion of such Com. work a fraud upon 
the purchaser, such Com. shall disapprove 
the sale of such proposed contracts, stocks, 
bonds, or other securities and shall notify 
such Invest. Co. by registered mail of its 
findings and disapproval, and it shall be 
unlawful for such Co. to do any business 
in the way of selling, offering for sale, 
taking subscriptions for, or negotiating for 
the sale in any manner whatever of any 
such contracts, stocks, bonds and other 
securities, and such contracts, stocks, bonds 
and other securities shall not be sold in this 
state. If, however, such Com. shall not 
find that the proposed plan of business of 
such Invest. Co. or that its proposed con- 
tracts, stocks, bonds or other securities are 
fraudulent or are of such a nature that 
the sale of such contracts, stocks, bonds. 
or other securities would in the opinion of 
such Com. work a fraud upon the pur- 
chaser thereof, it shall approve the sale 
of such stocks, bonds, contracts or other 
securities in this state and issue its certifi- 
cate ìn substantially the following lan- 
guage: 

“This is to certify that ........ .. has 
this date been given permission to sell 
ree OF 1S co iewecees< within the State 
of South Dakota. 

Dated orestes eienen ekai 

In witness whereof, I have hereunto 
affixed the corporate seal of the securities 
commission. 

(Sealy. =, heehee A 

Secretary.” 


The Com. shall have power to impose by 
order such terms, conditions, requirements, 
restrictions, or limitations upon granting 
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said certificate as it may deem necessary 
to prevent fraud upon purchasers or sub- 
scribers and may require any Invest. Co. 
to specifically consent in writing to any 
such terms, conditions, restrictions, or 
limitations imposed for the purpose of pre- 
venting fraud as a condition precedent to 
the issuance of such certificate to any ap- 
plicant. The fathure, omission, or negieet | 
to obey, observe or comply with any order 
containing terms, conditions, requirements, 
restrictions, or limitations, or the vielation 
thereof, shall be sufficient grounds for the 
suspension and cancellation of the certifi- 
cate then in effect. Whenever it shall 
be necessary in the opinion of the Com. 
to prevent fraud upon the purchasers of 
securities covered by this Chap., it shall 
have power to require the bonding of any 
or all officers or agents for the benefit of 
purchasers as a condition precedent to the 
issuance of a certificate. The Com. shall 
have power at any time upon notice dulv 
given and hearing duly had to amend, alter, 
eancel or revoke any terms, conditions, 
requirements, restrictions, or Hmitations, 
contained in any order and may suspend 
the certtficate of the Invest. Co. pendme 
such hearing. 

Dealer required to comply with law. 
Sec. 10136. ‘Any person, partnership, Corp. 
or Assoc., whether domestic or foreign, 
not the issver, who shall in this state se“ 
or offer for sate any of the stocks, bonds. 
investment contracts or other secirrities 
issued by any foreign or domestic Invest. 
Co., except the securities specifically ex- 
empted in this Chap, or who shal} tr 
advertisement or otherwise profess to en- 
gage in the business of seling or offering 
for sale such securities shall be deemed 
a “deaber” in such secnrities within. the 
meanmg of this’ Chap, and no dealer 
within the meanmg of this Chap. shall sell 
or offer for sale any such securities or pro- 
fess to engage in the business of ‘selling 
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or offering for sale such securities unless 
and until he shall have filed a list of the 
same in the office of the securities Com., 
as provided in this Chap. The term 
“dealer” shall not include an owner, or 
issuer, of such securities so owned by him, 
when such sale is not made in the course 
of continued and successive transactions of 
a similar nature; nor one who, in a trust 
capacity created by law, lawfully sells any 
securities embraced within such trust. 
Dealer to register. Src. 10137. Any 
dealer desiring to sell or offer for sale 
within this state any stocks, bonds, con- 
tracts or other securities, not exempted 
under the terms of this Chap., shall first 
register with the securities Com. and shall 
furnish such Com., upon oath, in such form 
as the Com. shall prescribe, the following 
information: The dealer’s name, residence 
and business address; the general char- 
acter of the securities to be dealt in; the 
place or places where the business is to 
be conducted within this state and, where 
the business in this state is not to be con- 
ducted by the dealer in person, the 
names and addresses of all the persons in 
charge thereof. Such dealers shall pay 
to the Com. a fee of $50 and shall furnish 
the Com. with such additional informa- 
tion as it shall deem necessary in order to 
thoroughly acquaint it with the character 
of the business of such dealer. All au- 
thorized agents of any dealer or Invest. 
Co. shall be registered with the Com. and 
the name of any agent shall be stricken 
from the register by the Com. upon the 
written request of the dealer or Invest. 
Co., and additional agents may be regis- 
tered by the Com. upon like request of the 
dealer or Invest. Co.; provided, that no 
agent shall act as such until he shall have 
filed with the Com. a signed and acknowl- 
edged certificate of registration and accept- 
ance of agency upon forms to be furnished 
by the Com.; provided, further, that the 
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Gom. shall have :awthority to veject or 
canol the registration and appointment of 
any pensen as agent, fer such cause as may 
to the Com. appear sufficient. If a dealer 
dhall be a momn-resident of the state or a 
Gorp. ather than a domestic Corp. he shall 
at the tme he negisters with the Gom. file 
with she (Cam. a written, duly authenticated, 
‘ppomtment of the Supt. of banks of this 
‘Stave ws his ior ats agent in this state upon 
whom process or pleadmeges may be served, 
such consent stipulating and agreeing that 
euch service of such process or pleadings 
on such Supt. shall be taken and held in 
æxli courts ‘to be :æs valid and ‘bmding as 
if due service had ‘been made upon such 
dealer, aad which appointment shall :be 
qrrevocdble. pon compliance iby such 
theater with the provisions of ‘this ‘Chap. 
the Com. shall issue to such dealer a H- 
cense moder the :seal of the ‘Com. ‘and 
signed by the Sec. thereof, which license 
shall tbe good until revoked by the Com. 
for good ‘cause npon :notice to such dealer 
anda hearing duly had thereon 

Agemt’s fee. . ae 30138. In addition to 
the filme anil examination ‘fees pr 
form this (Chap. to be paid ‘by Invest. Cos. 
yard dealers, there shall ‘be charged and 
eallected by the securities Com. a fee af 
$3 far the registration and authorization 
of each agent of any ‘such Invest. ‘Go. or 


fst day of July followme, mless such 

authority be eoaner revoked iby.:the Gam. 
ar ‘the dealer or Invest. ‘Co. Hach of such 
agents shail make a new regisbratian on 
the first day of July ef each year fer ‘the 
renewal of his agency, am! the ‘Com. shall 
‘Charge and collect for each such renewal 
ragistration a fee of $35. AH fees :and 
oharges collected by the Com. shall he 
eoverad into the state treasury und credited 
#0 tke securities Com. fmd, which is 
hereby appropriated to the we of ‘the 
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Com. toward paying the expenses of en- 
forcing this Chap. The expenses of the 
Com.: shall, however, ,be limited to the 
money received by it m fees. All expense 
actually and necessarily mcurred by the { 
Com. for salaries and expemses. in carry- 
ing out the provisions of this Chap. shall 
be paid by the state treasurer upon war- 
rants drawn upon. the securities Com. fund 
by the state auditor, upon duly itemized 
and approved vouchers. 

Company to keep accounts — examina- 
tions. Sec. 10139. General. accounts of 
every Invest: Co., domestic or foreign, shall 
be kept ‘in a businesslike and intelligent 
manner -and-in sufficient detail that the 
securities: Com. ‘can::ascertain at any time 
its financial. condition, and the books of 
accounts :shall at all times during business 
hours, except on Sundays and legal holi- 
days, be open to stockholders and investors 
in such Co., and such Com., or its duly 
authorized representative, and all such In- 
vest. Cos. shall be subject to examination 
by such Com., any’ member thereof, or its 
authorized representative, at any time such 
Com. shalldeem it advisable, and in the 
manner provided for the examination of 
state banks, and such Invest. Co. shall’ pay 
a fee for each of such examinations of not 
to exceed $10 for each day or fraction 
thereof that ahy member of such Com. 
or its authorized representative is absent 
from the capital for. the purpose of making 
such examination, and shall also pay the 
actual traveling and hotel expenses of the 
person or persons making ‘such examina- 

be. tion; and the failure or refusal of any 
Invest. Co. to pay’ such fee, upon demand 
of such Com. or its authorized representa- 
tive, while making such ‘examination, shall 
i work a- forfeiture of the right of such 
i Invest. Co. to sell or offer for sale any 
\ of its contracts, stock, bonds or other se- 
curtties in this state. In case: ofa‘ pre- 
liminary. examination ‘of any: Invest, Co... 
12. 


— 


Due Sky Lawe. SOUTH DAKOTA. 


by such Com. for the purpose of ascertain- 
ing whether such Co. shall he permitted 
te come under the previsions of this Chap., 
the fee of such examination shalt be the 
same as provided in this sectren, and in 
case it shal} be made to appear to the 
Com. from ary such examination, after 
such Invest. Co. has beer authorized to 
sell its stock, bonds, contracts or other 
secrrities, that the further sale of stocks, 
bonds, contracts or other securities woutd 
work. a fraud upon the purchaser, such 
Com. may make an order revoking the 
license of such Invest. Co to sell its stocks, 
bands, contracts, certificates or securities 
upon notice duly given and a hearing duly 
had, and may, pending such hearing, sus- 
pend the right of such Invest Co. ta sell 
its stocks, bonds, contracts, certificates, er 
securities. 

Unlawful ta sell without certificate. 
See. 10140. It shall be unlawful for any 
Invest. Co. or dealer, or representative 
thereaf, either directly or indirectly, ta sell 
or cause to be sald, offer for sale, take 
subscriptions for, ar negotiate far the sale 
im any manner in this state, of any. stocks, 
bonds, investment contracts, service con- 
tracts, purchase. contracts, membership cer- 
tificates or other securities, except as ex- 
pressly exempted in this Chap, unless and 
until such Com. has approved thereof and 
issued its certificate in accordance with 
the provisions of this Chap., nor shalh it 
be lawful for any such Invest. Ca to trans- 
act business on any other plan than that 
set forth in the statements and papers re- 
quired to be filed by virtue of the provisions. 
of this Chap. or the rules of the Cam. It 
shall be unlawful for any Invest. Co. or 
desley, or its or his agents, to issue, cir- 
culate er deliver any advertisement, pamph- 
let, civedlar, prospeetus or other document 
in regard to its stoeks, bends, contracts, 
certificates or other seeurities in this state 
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differing in any way from the copy filed 
with the Com. as provided by this Chap., 
nor until the same has been approved by 
the Com. 

Dealer not to sell without complying 
with law. Sec. rorg1. No dealer within 
the meaning of this Chap. shall sell or 
offer for sale within this state any of the 
stocks, bonds, contracts, certificates or 
other securities of any Invest. Co. unless 
such Co. shall have fully complied with 
all the provisions of this Chap. nor until 
such dealer shall have registered with the 
Com. under the terms of this Chap.; pro- 
vided, that should any dealer desire to self 
or offer for sale within this state the 
stocks, bonds, contracts, certificates or 
other securities of an Invest. Co., which 
has not itself complied with the provisions 
of this Chap., such dealer shall make ap- 
plication to the Com. for license as pro- 
vided for Invest. Cos. and shall pay the 
same fee required to be paid by such In- 
vest. Co. | 

Records public. Src. 10142. The rec- 
ords of the securities Com. shall be public 
records and it shall be the duty of the 
Com. to preserve such information and to 
so classify and arrange the same as to 
facilitate examination by any person 
affected by matters therein contained, ex- 
cept that the Com. may, in its discretion, 
withhold information relating to the private 
affairs of persons or Corps. when in its 
judgment the same shall not be required 
for the public welfare, or any information 
relative to any matter that may be at issue 
in any court, unless upon an order of 
court. The Com. may from time to time 
issue in pamphlet form, or by means of 
newspaper advertisements or otherwise, 
any and all information regarding any and 
all contracts, certificates, stocks. bonds or 
other securities sold or offered for sale 
within this state which it deems to be of 
public interest or advantage. 
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Ghapter: not to. affeet. banking: or im. 
sugance:law,. Sec: 10243.. Nothing. inthis. 
Chap. shall be:so construed as to-affect-anyv 
law giving: the department of -bankiaug: and: 
faramce:: of- thts: state -control of: and: super? 
vision: over - state. banks and: the bmsimess- 
of banking: imi this state; morrshall: any, part: 
of this Chap. be so construed as to affect: 
amy law giving. the Comm oft Ins; oft this 
state comtrol-of and: swpervision (over: the: 
busasess. of instsrancerc im: this: state, and. 
thosm engaged ' therein. 

Seal.. Sec. 10144: The: securities Com: 
shall adopt a seal with the words;.“ seeuri- 
tiess comamissom,” and:such desigm as: the- 
Com. may preseribe, engraved: therean; by 
which it. shall: arthenticate- its: documents. . 
Copies: af: all’ records: and: papers in: the. 
offce: od! the: Com.,. certified: by: the See 
thereof: ard authentieated’ by its seal; shall 
be ‘recetved in:evidence-in all courts equally. 
and: with like efeet as the ortginals: 

False: statement or entry. Se 10145. 
Ary person who shalt knowingly or: wilfully 
subscribe to, or make-orrcause-to be: made, 
any false statement or false entry, im any 
book: of- any Invest. Ca,.or-whoshall ex-- 
hibit any false paperr with: the intention: or- 
fon the purpose: of déceiving: any’ person 
authorized to examiner into the: affairs of: 
any Invest: Coz, or: shall: make: orr pebdish 
arry false ‘statement-of the’ fmanotal-condi-. 
tion of: any Invest: Co..or false: statement 
redating to:the contracts; certifreates, stocks. 
bords, ar otHerr securities- issued: byv itt and: 
offered for-sale; shall! be: deemed. guilty of 
a . misdemeanor. 

Information furnished}. Sro. 10146. 
The: securities Com. shall: provide: for: für- 
nishing; to those: who may apply'therefor; 
any information regardmg any: Invest:. Co: 
om its: affairs; which-is: on file in: the: offiee 
of the Com., except such: as- is withheld 
by- the Com: under- Sec: 10142,. such Com:. 
to charge therefor: approximately: the: cost 
of preparingrsuchinformation. Each mem- 
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ber of the securities Com. shall perform 
the duties imposed upon him by this Chap., 
without other compensation than the salary 
paid him by the state, but he shall be en- 
titled to receive his actual and necessary 
expenses incurred when absent from the 
seat of government on business of the 
Com. 

Annual statements. Sec. 10147. Every 
Invest. Co., domestic or foreign, shali file 
during the month of Jan. in each year 
a detailed statement, in such form and con- 
taining such information as the Com. shall 
require, showing its condition at the close 
of business on the 31st day of the preced- 
ing Dec., and shall at the same time pay 
a filing fee therefor of $5; provided, that 
in cases where nature of the business of a 
Corp. makes it advisable, in the opinion of 
the Com., that the annual statement be 
made as of a different date, the Com. may 
designate such other date whereof an an- 
nual statement shall be made. Failure of 
any Invest. Co. to file its annual statement 
within one month after the date specified, 
or failure to file any special report that 
may be required by the Com. within 30 
days, shall forfeit its permit to sell securi- 
ties in the state unless an extension of 
time be granted by the Com. 

Review by supreme court. SEC. 10148. 
The supreme court upon petition of any 
person aggrieved may review. under such 
rules as it may prescribe, any final order 
or determination of the Com., but the pro- 
ceeding for such review shall not, unless 
specially ordered by the court, operate as 
a stay of proceeding. 

Violation — penalty. Sec. 10149. Any 
person, firm or Corp. who shall violate any 
of the provisions of this Chap. shall be 
deemed guilty of a misdemeanor and upon 
conviction thereof shall be punished by a 
fine of not to exceed $1,000 or by imprison- 
ment in the county jail not exceeding one 
year, or by both such fine and impriscon- 
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ment. It shall be unlawful for any person, 
firm or Corp. to violate or fail to comply 
with any order, restriction, limitation, or 
requirement made or imposed by the Com., 
and any person, firm or Corp. who shall 
fail or neglect to complv with any order, 
limitation, restriction or requirement or 
who shall violate any of the same shall 
be deemed guilty of a misdemeanor and 
upon conviction shall be punished as in 
this section provided. 
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TENNESSEE. 
As enacted at 1915 Sess. of Legislature. 


Sec. 1. Every Corp., every copartnership 
or Co., and every Asso. (other than State 
and Nat. Banks, Tr. Cos., Real Estate Mtg. 
Cos. dealing exclusively in real estate Mtg. 
notes, Bailding and Loan Assos., and 
Corps. not organized for profit), organized 
or which shall be organized in this State, 
whether incorporated or unincorpo 
which shall sell or negotiate for the sale of 
any stocks, bonds, or other securities of 
any kind or character or any tands or town 
lots in any quantity situated outside of this 
State, other than bonds of the U. S., the 
State of Tenn., or of some municipality of 
Tenn., and notes secured by Mtgs. on real 
estate located in Tenn., to any person or 
persons in Tenn., other than those spe- 
cifically exempted herein, shall be known 
for the purpose of this Act as a domestic 
mvestment company. Every such company 
Organized in any other State, Ter., or Gov't 
Shall be known for the purpose of this Act 
as a foreign investment company. 

Sec. 2. Before offering or attempting to 
sell any stocks, bonds, or other securities 
of any kind or character or any lands or 
town lots, other than those specificalty ex- 
empted in $ r of this Act, to any person or 
Persons, or transacting any business what- 
ever in this State, excepting that of pre- 
paring the documents heretmafter required, 
every such investment company, domestic 
or foreign, shafl file in the office of the Sec. 
of State of this State, together with a filing 
fee 'of $25, the following documents, to wit: 

A statement showing in full detail the 

n upon which it proposes to transaet 
ess 


ness. 
_ A copy of aff contracts, bonds, or other 
instruments which it proposes to make with 
or sell to its contributors. 
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A statement which shall show the name 
and location of the Inv. Co., and an item- 
ized account of its actual financial con- 
dition and the amount of its property and 
liabilities, and such other information 
touching its affairs as said Secretary may 
require. 

If such company shall be a copartner- 
ship or an unincorporated Asso., it shall 
also file with the Sec. a copy of its Arts. 
of copartnership or Asso. and all other 
papers pertaining to its organization; and 
if it be a Corp. organized under the laws of 
Tenn., it shall also file with the Sec. a copy 
of its Arts. of incorporation, constitution, 
and by-laws, and all other papers pertain- 
ing to its organization. If it shall be a Co. 
organized under the laws of any other 
State, Ter., or Gov't, incorporated or un- 
incorporated, it shall also file with the said 
Sec. a copy of the laws of such State, Ter., 
or Gov’t under which it exists or ts in- 
corporated; and also a copy of its charter, 
Arts. of incorporation, constitution, and by- 
laws and all amendments thereof which 
have been made, and all other papers per- 
taining to its organization. 

Sec. 3. All of the above-described papers 
shall be verified by the oath of a member 
of a copartnership or Co. if it be a co- 
partnership or Co., or by the oath of a 
duly authorized officer if it be an incorpo- 
rated. or unincorporated Asso. All such 
papers, however, as are recorded or are on 
file.in any public office shall be further 
certified to by the officer of whose records 
or archives they form a part as being cor- 
rect copies of such records or archives. 

- Sec. 4. Every foreign Inv. Co. shall also 
file its written consent, irrevocable, that 
actions may be commenced against it in 
the proper court of any county in this 
State in which a cause of action may arise 
or in which the plaintiff may reside, by the 
service of process on the Secretary af 
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State, and stipulating and agreeing that 
such service or process on the Secretary 
shall be taken and held, in all courts, to be 
as valid and binding as if due service had 

made upon the Co. itself, according to 
the laws of this or any other State; and 
such instrument shall be authenticated by 
the seal of such Co. and by the signature 
of a member of the copartnership or Co. if 
it be a copartnership or Co., or by the 
Signatures of the Pres. and Sec. of the in- 
corporated or unincorporated Asso. if it be 
an incorporated or unincorporated Asso.; 
and shall be accompanied by a duly certi- 
fied copy of the order or resolution of the 
Board of Directors, trustees, or managers 
of the Corp. authorizing Sec. and Pres. to 
execute the same. 

Sec. 5. It shall be the duty of the Secre- 
tary of State to examine the statements 
and documents so filed; and if said Secre- 
tary shall deem it advisable, he shall make 
or have made a detailed examination of 
such Co’s affairs, which examination shall 
be at the expense of such Co. as herein- 
after provided; and if he finds that such 
Co. is solvent, that tts Arts. of incorpora- 
tion or Asso., its constitution and by-laws, 
its proposed plan of business and proposed 
contract contain and provide for a fair, 
just, and equitable plan for the transaction 
of business, and in his judgment promises 
a fair return on the stocks, bonds, and 
other securities by it offered for sale, the 
Secretary shall issue to such Co. a state- 
ment reciting that such Co. has complied 
with the provisions of this Act, that de- 
tailed information in regard to this Co. and 
its securities is on file in the Sec. of State’s 
office for public inspection and information, 
that such Co. is permitted to do business in 
this State; and such statement shall also 
recite in bold type the Sec. of State in no 
wise recommends the securities to be 
offered for sale by such security Co. But 
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if said Sec. finds that such Arts. of incor- 
poration or Asso., charter, constitution, and 
by-laws, plan of business, or proposed con- 
tract contain any provision that is unfair, 
unjust, inequitable, or oppressive to any 
class of contributors, or if he decides from 
his examination of its affairs that said Co. 
is not solvent and does not intend to do a 
fair and honest business, and in his judg- 
ment does not promise a fair return on the 
stocks, bonds, or other securities by it 
offered for sale, then he shall notify such 
Co. in writing of his findings; and it shall 
be unlawful for such Co. to do any further 
business in this State until it shall so 
change its constitution and by-laws, Arts. 
of incorporation or Asso., its proposed 
plan of business and proposed contract, 
and its general financial condition in such 
manner as to satisfy the Sec. that it is 
solvent and its Arts. of incorporation or 
Asso., its constitution and by-laws, its pro- 
posed plan of business and proposed con- 
tract provide for a fair, just, and equitable 
plan for transaction of business, and does, 
in his judgment, promise a fair return on 
the stocks, bonds, and other securities by 
it offered for sale; provided, that all ex- 
penses paid or incurred and all fees or 
charges received or collected for any ex- 
amination made under the provisions of 
this Sec. of this Act shall be reported in de- 
tail by the Sec. and a full report and record 
thereof made in detail. 

Sec. 6. It shall not be lawful for any 
Inv. Co., either as principal or agent, to 
transact any business in form or character 
similar to that set forth in § 1 of this Act, 
except as is provided in § 2 of this Act, 
until it shall have filed the papers and 
documents above provided for. No amend- 
ment of the charter, articles of incorpora- 
tion, constitution, and by-laws of any such 
Co. shall become operative until a copy of 
the same has been filed with the Sec. of 
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State as provided in regard to the original 

of charter, Arts. of incorporation, 
constitution, and by-laws; nor shail it be 
lawful for any such Co. to transact busi- 
ness on any other plan than that set forth 
in the statement required to be filed by § 2 
of this Act, or to make any contracts other 
than that shown im the copy of the pro- 
posed contract required to be filed by § 2 
of this Act, until a. written statement show- 
ing in full ‘detail the proposed new plan of 
transacting business and a copy of the pro- 
posed. new contract shall have been filed 
with the See. in like manner as provided 
in regard to the original plan of business 
and propesed contract, and the consent of 
the Sec. obtained as to making such pro- 
posed. new pian of transacting business and 
propesed new contract. 

Sec. 7. Any Inv. Co: may appoint one or 
more: agents, but no: such agent shall do any 
business for said Co. in this State until he 
shall first: register with the Sec. of State 
as agent: for such Co., and for each of such 
registrations there shall be paid to the Sec. 
the sum af $10; Such registration shall en- 
title such agent.to represent such Co. as its 
agent until the first day of Mar. following, 
unless said: authority is sooner revoked by 
the Sec; and such authority shail be sub- 
ject to revocation at any time by the Sec. 
for cause appearing to him sufficient. 

Sec. 8. Every Inv. Co., domestic or for- 
eign, shall file, at the close of business on 
Dec. 31 and June 30 of each year, and at 
such other times as required by the Sec. 
of State, a statement, verified by the oath 
of its Pres.. and Sec., or, in their: absence, 
by 2 of its. principal officers,. setting forth 
im such form as may be prescribed. by the 
said’ See. of State its financial condition 
and the amount of its assets and liabilities, 
and furnishing: such other information 
concerning its affairs as’ said Sec. may 
require. Each regular statement of Dec. 
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31 and June 30 shall be accompanied by 
a filing fee of $5. Any Co. failing to file 
its report at the close of business Dec. 31 
or June 30 of each year, within 10 days 
of that date, or failing to file any other 
or special report herein required within 30 
days of receipt of request or requisition 
therefor, shall forfeit its right to do busi- 
ness in this State. 

Sec. 9. The general accounts of every 
Invest. Co., domestic or foreign, doing 
business in this State, shall be kept by 
double entry; and such Co. its copartners 
or managing officers, shall at least once in 
each month make a trial balance of such 
accounts, which shall be recorded in a 
book provided for that purpose. Such trial 
balances and all other books and accounts 
of such Co. shall at all times during busi- 
ness hours, except on Sundays and legal 
holidays, be open to the inspection of stock- 
holders and investors in said Co., or in- 
vestors in the stocks, bonds, or other 
securities by it offered for sale, and to the 
Sec. of State or his deputies. 

Sec. 10. The Sec. of State shall have 
general supervision and control, as pro- 
vided by this Act, over any and all Invest. 
Cos., domestic or foreign, doing business 
in this State; and all such Cos. shall be 
subject to examination by the Sec. of State 
or his duly authorized deputies at any time 
the Sec. may deem it advisable, and in the 
same manner as now provided for the 
examination of Ins.. Cos. The rights, 
powers, and privileges of the Sec. in 
connection .with such examinations shall 
be the same as is now provided with refer- 
ence to examination of Ins. Cos.; and such 
Invest. Co. shall pay a fee for each of 
such examinations not to exceed $10 

; } for each day or fraction thereof, plus 
the actual traveling and hotel expenses 
of said Sec. or deputy, that he is absent 
from the Capitol building for the purpose 


6 


Bine Bky Laws. TENNESSEE 


of making such examination; and the fail- 
ure or refusal of any Co. to pay such fees 
upon the demand of the Sec. or deputy 
while making such examination shall work 
a forfeiture of its rights to do business in 
this State. 

Sec. 11. Whenever it shall appear to the 
Sec. of State that the assets of any Invest. 
Co. doing business in this State are im- 
paired to the extent that such assets do 
not equal its liabilities, or that it is con- 
ducting its business in an unsafe, inequita- 
ble, or unauthorized manner, or is jeopard- 
izing the interests of its stockholders or 
investors in stocks, bonds, or other secu- 
rities by it offered for sale; or whenever 
any Co. shall fail or refuse to file any 
papers, statements, or documents required 
by this Act, without giving satisfactory 
reason therefor, said Sec. shall at once 
communicate such facts to the Atty.-Gen., 
who shall thereupon apply to the Chancery 
Court in the Dist. where such Co. is located 
or is doing business or to a Judge of said 
court for the appointment of a receiver to 
take charge of and wind up the business 
of such Co.; and if such fact or facts be 
made to appear, it shall be sufficient evi- 
dence to authorize the appointment of a 
receiver and the making of such orders and 
decrees in such cases as equity may require. 

Sec. 12. Any person who shall knowingly 
or wilfully subscribe to or make, or cause 
to be made, any false statement or false 
entry in any book of such Invest. Co., or 
exhibit any false paper with the intention 
of deceiving any person authorized to ex- 
amine into the affairs of such Co., or shall 
make or publish any false statement of the 
financial condition of such Co. or the 
stocks, bongs, or other securities by it 
offered for sale, shall be deemed guilty of 
a felony, and, upon conviction thereof, 
shall be fined not less than $200 nor more 
than $10,000, and shall be imprisoned for 
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not less than r year nor more than 10 
years in the State penitentiary. 

Sec. 13. Any person or persons, agent or 
agents, who shall sell or attempt to sell 
the stock, bonds, or other securities of any 
Invest. Co., domestic or foreign, or the 
stocks, bonds, or other securities by it 
offered for sale, who have not complied 
with the provisions of this Act; or any 
Invest. Co., domestic or foreign, which 
shall do any business, or offer or attempt 
to do any business, except as provided in 
Sec. 2 of this Act, which shall not have 
complied with the provisions of this Act; 
or any agent or agents who shall do or 
attempt to do any business for any Co. 
domestic or foreign, in this State, which 
agent is not at the time duly registered 
and has not fully complied with the pro- 
visions of this Act, shall be deemed guilty 
of a misdemeanor, and, upon conviction 
thereof, shall be fined for each offense not 
less than $100 nor more than $5,000 or by 
imprisonment in the county jail for not 
more than go days, or both such fine and 
imprisonment, at the discretion of the 
court. 

Sec. 14. All fees herein provided for 
shall be collected by the Sec. of State and 
by him shall be turned into the State 
Treas, * * * 

Sec. 15. Should the courts, declare any 
Sec. of this Act unconstitutional or unau- 
thorized by law or in conflict with any 
other Sec. or provision of this Act, then 
such decision shall affect only the Sec. or 
provision so declared to be unconstitutional, 
and shall not affect any other Sec. or part 
of this Act. 
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Passed at the Special Sess. Leg. Called for July 2r, 
I9I3. 

An Act to regulate and supervise the 
sale and purchase, in this State, of stocks 
of private, foreign and domestic Corps. 
organized for profit, which propose to in- 
crease their capital stock; and to regulate 
and supervise the sale and purchase, in 
this State, of stocks of private, foreign and 
domestic Corps. being organized and nere- 
after organized or proposed to be organ- 
ized, for profit; and to regulate and super- 
vise the offering or contracting for sale 
and purchase of such stock of such Corp. 
or proposed Corp., and to fix commission 
and promotion fees allowed to be charged; 
and providing for service of process, ex- 
amination fees, and exempting certain 
Corps. from the effect of this Act; pro- 
viding penalty for the violation of the pro- 
visions of this Act, and declaring an 
emergency. 

What Cos. are subject to the pro- 
visions of this act. Sec. 1. Every private 
Corp., foreign or domestic, organized for 
profit, which is now attempting or shall 
hereafter attempt to increase its capital 
stock, and every proposed Corp. attempted 
to be organized which shall, directly or in- 
directly, through itself, its agents or em- 
ployes, or through any person or Asso. of 
persons, holding Cos., sales Cos. or other- 
wise, or through any other agents, sell or 
contract to sell any stock of such Corp. 
or proposed Corp., upon which sale or 
proposed sale or contract of sale any part 
of the proceeds derived or to be derived 
therefrcm are used or to be used, directly 
or indirectly for the payment of any com- 
mission, promotion, organization fee or 
other expenses incident, directly or indi- 
rectly. to the sale of its shares of stock, 
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except attorney’s fees, charter fees, fran- 
chise tax, permit fees and stationery and 
supplies, shall be subject to the provisions 
of this Act. 

Applies to mining, oil or gas town- 
site corporations. Sec. 2. This Act shall 
also apply to any mining, oil or gas Corp. 
increasing its stock or proposed mining, 
oil or gas Corp. attempting to sell stock in 
which any land or mineral or thing of 
value is to be procured from, in or under 
such land that has been or is to be placed 
as an asset with or in the Corp. or pro- 
posed Corp., whether any promotion fee is 
charged or not, and to any townsite Corp. 
or proposed townsite corporation. 

Filing of statements with Sec. of State 
or commissioner before offering for sale 
— Filing fees. Sec. 3. Before offering 
for sale or contracting to sell, directly or 
indirectly, any stock of such proposed 
Corp., or such increased stock of any ex- 
isting Corp., or before selling any stock in 
any townsite Corp. as provided in Sec. 2, 
such Corp., or those promoting or having 
charge of the sale of stock of any propcsed 
Corp., shall file, under oath, in the office 
of the Sec. of State, where, under the law. 
a charter would be filed in his Dept., or in 
the office of the Commissioner of Ins. and 
Bk’g. where, under the law, a charter 
would be filed in his Dept., together with 
a filing fee of $20, the following docu- 
ments: A statement showing in full 
detail the plan upon which the Corp. pro- 
poses to increase its capital stock or upon 
which the promoters or those having charge 
of the sale of stock of any proposed Corp. 
proposes to sell its stock and organize the 
Corp., together with a copy of all the 
forms of contracts, stocks (or deeds, if 
the same shall come under Sec. 2 hereof) 
to be used by the Corp. or promoters, or 
those having charge of the sale of stocks 
of any proposed Corp. in connection with 
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such stack sales. The statement shall 
further show the name, location and domi- 
cile of such Corp.. and the names of its 
viheers or propose! officers, if any, or pro- 
moters, and the addresses of all the parties: 
the amount of capital stock of any Corp. 
already organized, the proposed increase. 
or the proposed capital stock of the Corp. 
to be organized, and the price at which the 
stock is proposed to be sold; and the price 
at which the stock is proposed to be sold 
shall not be changed without filing with 
the Sec. or Com., as the case may be, a 
statement of such change, which shall be 
subject to his approval. Any such Corp. 
or promoters of such proposed Corp. shall 
furnish the Sec. or Com. such other in- 
formation as may be necessary or proper 
concerning the sale of its stock. 

Filing of copy of charter and other 
evidence, when — Statement of esti- 
mated fees and expenses. If it shall be 
a Corp. organized under the iaws of any 
other jurisdiction, it shall Sle with the 
Sec. or Com. a copy of its charter, and 
such other evidence of its authority as the 
Sec. or Com. may require. 

Said statement shall also show the com- 
mission, promotion, fee and other esti- 
mated incidental expenses proposed to be 
charged for the organization of such pro- 
posed Corp., or the increase in the capital 
stock of any Corp. already organized, and 
how the commissions or fees are to be 
paid. 

Corp. under Sec.— Must give estimate 
of actual value of property — Employ- 
ment of experts. If the Corp. or pro- 
posed Corp. comes under Sec. 2 hereof, 
the officers of the Corp., or the promoters 
of the proposed Corp., shall state the facts 
upon which they base their estimate of 
the actual value of the property which is 
to become an asset of the Corp., and the 
Sec. or Com. shall require such proof as 
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he may deem proper to establish the actual 
value of the property. 

The Sec. or Com. shall have the right to 
employ such experts as he may deem 
necessary, and the experts shall be em- 
ployed at the expense of the Corp. or pro- 
moters of a proposed Corp. 

Filing of statements relating to town- 
site Corps.— Issue of permit. No Corp. 
proposed to be organized for the purpose 
of buying or selling town sites and town 
lots shall hereafter be granted a charter 
by the Sec. of State, or if a foreign Corp. 
shall not be granted a permit to do business 
in Texas unless the incorporators of said 
proposed Corp. or officer of such foreign 
Corp. shall file with the Sec. of State each 
and every document, contract and all 
papers referred to in Sec. 3 of this act, 
as well as a general statement of the plan 
of its proposed townsite, and a general 
statement of its methods of advertising 
same, together with a sample copy of its 
advertising literature, and no charter shall 
be granted any Corp. unless the compliance 
with the provisions of this act and in the 
judgment of the Sec. of State, such busi- 
ness of any proposed townsite Corp. will 
be honestly and fairly conducted both to 
the Corp. and to the public. And each and 
every Corp. in this State now existing or 
hereafter organized desiring to engage in 
the sale of townsite lots or sites shall, 
prior to such sale, file with the Sec. of 
State a general plan of said proposed lots 
to be sold, as well as a copy of any an 
all proposed contracts to be made with the 
public in the sale thereof, and a general 
statement of the literature proposed to be 
issued, and all matters referred to in Sec. 
3 hereof, and if in the judgment of the Sec. 

of State said sale will be conducted both 
honestly and fairly to the Corp. and to the 
public, a permit to conduct said sale shall 
be granted. This provision shall not be 
construed to authorize the creation of any 
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Corp. for any purpose not now authorized 
by the laws of this State. 

Sec. or Com. shall grant or refuse the 
permit. Sec. 4. The Sec. or Com., upon 
the receipt of the information as provided 
for in Sec. 3, shall grant or refuse such 
permit. 

If the Sec. or Com. shall decide that the 
sale of stock will be fairly and honestly 
conducted, both to the Corp. and to the 
public, such permit shall be granted, pro- 
vided that the commissions, promotion and 
other incidental expenses, exclusive of the 
exempted expenses mentioned in Sec. 1 of 
this act, shall not be more than 15% of 
the price at which such stock is to be sold 
as shown by the application or amended 
application. 

This act shall not affect stock pre- 
viously sold or subscribed; unsold or 
unsubscribed part of it falls under con- 
dition of this act. Provided. that where 
any proposed Corp. has already sold its 
stock, or a part thereof, or any part thereof 
has been subscribed at the time this act 
shall take effect, this act shall not affect 
stock previously sold or subscribed nor any 
contracts made in reference to same; but, 
if any of the stock of said proposed Corp. 
remains unsold or unsubscribed, said Corp. 
shall, nevertheless, be entitled to a permit 
upon complying with the other conditions 
of this act, including the future sale or 
subscription of any of its stock. 

Commission or promotion fee paid to 
agent or promoter, when — Kind of pay- 
ments of stock. The commission or pro- 
motion fee shall be paid to the agent or 
promoter as the stock is sold by him and 
paid by the purchaser. The stock shall be 
considered as paid for when paid for in 
cash, property or labor. 

Issue of. perrnit depends on compliance 
with certain requirements, atnongst 
them the filing of a bond approved by 
Sec. or commissioner. No permit shall 
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be granted unless there shall appear upo7 
the subscription lists and contracts of such 
Corp. or proposed Corp., in bold type, the 
amount of the commissions, promotion fees 
and othcr estimated expenses incident to 
the sale of such stock, and the interest 
which the officer, agent, employe or pro- 
moter selling or contracting to sell such 
stock has in such sale; nor shall such per- 
mit be granted until the applicants therefor 
have cnicred into a bond for not less than 
$1,000 nor more than $100,000, the same to 
be fixed by the Sec. or Com. at not more 
than ten per cent of the stock proposed to 
be issued. The said bond shall be payable 
to the Sec. or Com. as the case may be, 
and his successor in office, conditioned that 
the facts set forth in the application for 
such permit, and the proof and statement 
offered to such Sec. or Com., upon which 
the application is based, are true, and that 
they will comply with the provisions of this 
act in the sale of the stock of such Corp. 
or proposed Corp. Said bond may be made 
with individual sureties or a Surety Co. 
authorized to do business in Texas, and the 
bond shall be approved by the Sec. or Com- 
missioner, 

Appeal to the Dist. Court cf Travis 
Co. when permit refused. Sec. 5. If a 
permit shall be refused by the Sec. or Com. 
the parties applying therefor may bring 
suit in the Dist. Court of Travis Co., Texas, 
to require said Sec. or Com. to issue such 
permit. 

Suit upon the bond provided for in 
Sec. 4 by reason of any misrepre- 
sentation— Amount recoverable— Requi- 
sition of a new bond — Cancellation 
of permit. Src. 6. Any person who shalf 
be induced to purchase any stock of any 
Corp. or proposed Corp. by the officers, 
agents, employes, promoters or trustees, by 
reason of any misrepresentation of any 
material fact concerning such stock, such 
person or persons shall have the right to 
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hring suit upon the bond above provided 
for, and such bond shall be subject to, and 
security for, such person so purchasing the 
stock: provided. that such person shall not 
be entitled to recover more than the money 
paid, or the actual value of the property 
given, or the labor performed, in exchange 
for such stock, with legal interest from 
tne date of the payment or the perform- 
ance of the services, or the transter of the 
rreperty. 

Ore cr more recoveries upon such bond 
shall not vitiate the same, but it shall re- 
main in full force and effect, but no re- 
coveries upon such bond shall ever exceed 
the full amount of same, and upon suits 
heing filed in excess of the amount of 
same, the Sec. or Com. may require a new 
bond, and, if the same is not given within 
thirty days, he may cancel the permit 
herein provided for. 

List of authorized officers, agents and 
employes and its changes filed with 
Sec. or Commissioner. Whenever any 
permit has been issued, the Corp. or per- 
sons receiving the same shall file a list of 
the names of their or its authorized officers, 
agents and employes, and the postoffice ad- 
dress of each; and, in case of the change 
of any of its officers, agents or employes, 
it shall file a list of such changes with the 
Sec. or Commissicner. 

All collected money for the sale of 
stock shall be deposited with banking 
institutions. Src. 7. All moneys or other 
things of value collected by such Corp. or 
the promoters of a proposed Corp., for the 
sale of its stock, or contract for the sale 
of its stock, shall be deposited by said 
Corp. to its credit, or by the promoters 
of a proposed Corp., to the credit of its 
proposed officers or trustees, with the ex- 
ception of the amount allowed for com- 
missions, promotion fees and other inci- 
dental expenses, with a Bank, Bank and 


7 


TEXAS 


Blue Sky Laws, 


Tr. Co. or Tr. Co. incorporated under the 
laws of this State, or of the U. S. 

All Corps. or proposed Corps. must 
keep a set of books open for inspection 
by the authorities. Sec. 8. All such 
Corps., and the organizers or trustees of 
proposed Corps., shall keep a set of books, 
which shall show the amount of money, or 
other things of value received by such 
Corp. or proposed Corp. from the sale of 
its stock, or from contracts of sale of its 
stock, and such books shall show the num- 
ber and amounts of stock sold or con- 
tracted to be sold, by whom sold, and to 
whom sold, or contracted to be sold, and 
the P. O. address of each. Said books 
shall at all times be open for inspection 
by the Sec. or Com., or his duly authorized 
agent. 

Cause for cancellation of permit — 
Right to bring suit in the Dist. Court 
of Travis county. Sec. 9. Whenever the 
Sec. or Com. shall have information that 
any Corp.. or the promoters of the pro- 
posed Corp.. its officers, agents or em- 
ployes, are not complying with the terms 
of this act in the sale of its stock, they 
shall notify such Corp., or its officers. 
agents or employes or the promoters of 
the proposed Corp. to appear, within 20 
days, and show cause why such permit 
should not be canceled, and after the hear- 
ing such Sec. or Com. shall have the right 
to cancel such permit if the proof shall 
show that such Corp. or proposed Corp., 
or its officers, agents or employes are not 
complying with the terms of this act, but 
the parties or Corp. holding such permit 
shall have the right to bring suit, in the 
Dist. court of Travis Co., Tex., against the 
Sec. or Com. to reinstate such permit to 
sell stock. 

Foreign Corps. must show 50% paid-in 
capital — Does not apply to loan and 
Ins. Corporations. Sec. 10. No permit 
ts scll stock shall ever be issued to any 
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foreign Corp. which has not at the time 
of making application for permit at least 
50% of its capital stock subscribed and paid 
in, providing that this shall not apply to 
any foreign Corp. engaged exclusively in 
the business of lending money in this State, 
nor to any Ins. Co. that is required by law 
to obtain a permit from the Com. of Ins. 
and Banking. 

Foreign Corps. shall file power of 
Att’y. like that provided in Art. 4773, 
R. S.— Duty of Sec. or Com. in accept- 
ing service. Sec. 11. Each foreign Corp. 
or the promoters of any proposed foreign 
Corp. desiring to sell or contract to sell its 
stock in this State shall first file with the 
Sec. or Com. a like Power of Att’y. to that 
provided for life Ins. Corps. in Art. 4773. 
Revised Civil Statutes of Tex. of 1911, and 
service may be had upon the Corp. and the 
Sec. or Com.. as the case may be, as therein 
provided for, and the Sec. or Com., as the 
case may be, upon receipt of such process 
as is therein provided for. shall proceed 
as is provided for him to do in Art. 4774, 
Revised Civil Statutes of Tex. of 1911, and 
the Sec. or Com’s. acts and conduct in re- 
gard to such Power of Att’y.. and such 
process shall be the same as is provided 
for in said Arts. 4774 and 4773, and the 
effect, force and result of such acts shall 
be the same as therein provided for. 

Violation of this law — Misdemeanor 
— Imprisonment. Sec. 12. It shall here- 
after be unlawful for any officer, agent or 
employe or trustee, or Holding Co., or 
sales agents, or person, or Asso. of persons 
in this State to sell, or offer to sell, or con- 
tract to sell, directly or indirectly, for such 
concern. any stock of any Corp. or pro- 
posed Corp.. subject to this act. which has 
heen, proposed to be, is now being, or may 
hereafter be organized for profit, without 
first complying with the provisions of this 
act. and any person so offending shall be 
guilty of a misdemeanor, and upon con- 
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viction shall be fined not less than $25 nor 
more than $2,000, and in addition thereto 
may be imprisoned in the county jail for 
any period not more than one year, or by 
both such fine and imprisonment. 
Subscribers must be refunded at the 
expiration of 2 years— Extension of 
time may be granted. Sec. 12-a. At the 
expiration of 2 years from the granting of 
a permit under this act if the proposed 
Corp. has failed to organize, then all sub- 
scribers must be refunded the amount paid 
to the promoter or trustee; provided, how- 
ever, that the Sec. or Com. may grant an 
extension of time for the sale of securities. 
Cumulative power of this act. Src. 13. 
This act shall be construed to be cumulative 
of any other law or laws of this State. 
Exemptions of this act for certain Cor- 
porations. Sec. 14. The terms of this 
act shall not apply to any Nat. Bank, nor 
to any Corp. having a charter granted 
under any act of the Congress of the U. S. 
nor to any. State Bank, Bank and Tr. Co. 
or Tr. Co. organized under the laws of this 
State, nor to any Corp. organized under 
the Federal Reclamation Act, approved 
June 17, 1902, or the regulations established 
by the Sec. of the Dept. of the Int. in 
pursuance thereof. Nor shall the terms 
of this act apply to any Corp. or the pro- 
moters of any Corp. organized under the 
laws of Tex. which does not sell or con- 
tract to sell its stock to more than 25 
bona fide purchasers; provided, it does 
not act as the agent or trustee, Holding 
Co. or sales Co. in the promotion of any 
concern which is included under the terms 
of this act. Nor shall this act apply to any 
R. R. or Ry. Co. or interurban R. R. or 
Ry. Co., or St. R. R. or Ry. Co. Nor shall 
this act apply to the sale of stock of a 
Corp. by a bona fide owner of same, who 
had in good faith bought the same, and 
who in the purchase and sale of same was 
and is not acting directly or indirectly as 
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promoter or agent of such Corp. Nor 
shall this act apply to a bona fide stock or 
stock broker in the sale of stock, which 
stock has been by such Corp. sold and 
issued to a bona fide purchaser prior to 
the offering of same for sale by such 
broker; provided, that such purchaser or 
broker was not acting, directly or indi- 
rectly, as promoter of such corporation. 

Quarterly deposit of collected money 
— Examinations made at the expense of 
corporations. Sec. 15. All moneys col- 
lected under the terms of this act by the 
Sec. or Com. shall be quarterly deposited 
by him with the State Treas. and credited 
to the general fund. Whenever the Sec. 
or Com. shall deem it necessary to examine 
the books of any Corp. or proposed Corp., 
subject to the provisions of this act. or 
investigate its financial condition, he shall 
do so at the expense of the Corp. or pro- 
posed Corp. under investigation, and the 
Corp. or the agents of the Corp. or pro- 
posed Corp. being investigated shall pay 
to the Sec. or Com., or his agent, making 
the investigation his actual expenses and 
$7.50 per day for such investigation, which 
said expenses shall be paid at the ter- 
mination of such investigation by the con- 
cern investigated. 

Definitions. Src. 16. Whenever the 
word “Secretary” is used in this act it 
shall be considered to mean Secretary of 
the State of Texas and whenever “ Com- 
missioner ” is used in this act it shall be 
considered to mean Commissioner of In- 
surance and Banking of the State of 
Texas. 
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{Session Laws 1919, Chapter 111, approved 
March 13, 1919] 


Sec. 1. Commission — duties — meet- 
ings — records — secretary — bond — re- 
ports — investigations. There is hereby 
created a Commission to be known as the 
State Securities Commission, hereinafter 
referred to as the “ Commission,” whose 
duty it shall be to administer and provide 
for the enforcement of the provisions of 
this Act. Said Com. shall consist of the 
Sec. of State, the Bk. Com., and the At- 
torney General. The Sec. of State shall 
be the State Com. of Securities, herein- 
after referred to as ‘“ Commissioner.” Two 
members of said Com. shall constitute a 
quorum. Said Com. shall have its office 
in the State Capitol, Salt Lake City, to 
be furnished by the State, and all its 
records kept in its said office. It shall 
hold regular weekly meetings on such date 
as may be fixed by the Com. and may hold 
special meetings upon the call of the Comr. 
It shall keep a complete record of the 
business it transacts and shall prepare all 
blanks necessary in the conduct of its busi- 
ness. The Com. shall have authority to em- 
ploy a secretary at a salary to be fixed by 
it not exceeding the sum of $3,000 per an- 
num. The Sec. shall qualify by taking 
the constitutional oath of office and by 
giving hond in the penal sum of $5,000, 
conditioned for the faithful performance 
of the office of Sec. of said Com. to be 
approved by said Com., and said Sec. shall 
hold office during the pleasure of the Com. 
He shall perform all the duties required by 
the Com. On the īst day of Jan. of each 
year the Com. shall prepare and file in the 
office of the Governor a report containing 

an accurate statement of the work of the 
Com. for the fiscal year ending Nov. 30th 
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preceding the year of said report which 
report shall also contain a schedule of all 
applications for licenses to sell securities 
in the State, a schedule of licenses granted, 
a schedule of licenses rejected, a schedule 
of licenses pending, a statement of the 
receipts and disbursements of the Com. 
and such other facts as may be necessary 
to a complete understanding of the work 
of said Com. 

The Com. is hereby authorized to issue 
subpoenaes compelling the attendance of 
witnesses and the production of books and 
records, to administer oaths, and to do such 
other things as may be necessary in the 
investigation of matters properly coming 
before it. 

Sec. 2. Provisions not applicable. The 
provisions of this Act shall not apply to: 

(a) Securities of the U. S. or any for- 
eign government or any State or territory 
thereof or of any county, city, township, 
district or other public taxing subdivision 
of any State or territory of the U. S. or 
foreign government. 

(b) Securities of the federal reserve 
banks, federal farm loan banks, national 
banks or State banks. 

(c) Securities of public corps., the issu- 
ance of which is regulated by public serv- 
ice commissions or boards of supervision, 
in this State or of any other State or terri- 
tory of the U. S. 

o(d) Commercial paper or negotiable 
promissory notes due not more than 3 years 
from their date. 

(e) Securities of any domestic corp. or 
co-operative Assoc. organized without cap- 
ital stock and not for pecuniary gain or 
exclusively for educational, religious, be- 
nevolent, charitable or reformatory pur- 


poses. 

(f) Mortgages or notes or bonds 
secured by Mtgs. on real or personal prop- 
erty where the entire indebtedness and 
security is sold and transferred. 
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(g) Securities sold pursuant to the order 
of any court. 

(h) Isolated or single transactions. 

(i) Sales of stocks for delinquent assess- 
ment. 

(j) Securities of corps. which are listed 
in any standard manual ot information 
approved by the Com. 

Sec. 3. Investment company — dealer 
— bucketing — constructions. “ Invest- 
ment company” for the purpose of this 
Act shall mean every person, firm, foreign 
and domestic corp., excepting those specifi- 
cally exempted under Sec. 2 of this Act, 
that shall engage in the business within 
the State of Utah of selling or negotiating 
for the sale of any stocks, bonds, invest- 
ment contracts or other securities herein 
called “securities” issued by said person, 
firm, domestic or foreign corp. 

“ Dealer” for the purposes of this Act 
shall mean every person, firm, domestic or 
foreign corp. that shall offer for sale 
within this State any of the stocks, bonds, 
investment contracts or other securities is- 
sued by any Invest. ‘Co. as herein defined 
and except such as are specifically ex- 
empted as provided in Sec. 2 hereof, or 
that shall by advertisement or otherwise 
engage in or profess to engage in the busi- 
ness of selling, bartering or offering for 
sale or exchange such securities. 


“ Bucketing” for the purposes of this 


Act shall mean: 

(a) The making of or offering to make 
any contract respecting the purchase or sale 
of any securities or commodities, wherein 
both parties thereto intend, or the dealer 
intends, that such contract shall be, or 
may be, terminated, closed, or settled ac- 
cording to or upon ‘the basis of the public 
market quotations of prices made on any 
board of trade or exchange upon which 
said securities or commodities are dealt in 
and without a bona fide purchase or sale 
of the same; or (b) The making of or 
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offering to make any contract respecting 
the purchase or sale of any securities or 
commodities, wherein both parties thereto 
intend, or the dealer intends, that such con- 
tract shall be, or may be, decmed termi- 
nated, closed, or settled, when such public 
market quotations of prices for the securi- 
ties or commodities named in such con- 
tract shall reach a certain figure without 
a bona fide purchase or sale of the same; 
or (c) The making of or offering to make 
any contract respecting the purchase or sale 
of any securities or commodities wherein 
both parties thereto do not intend, or the 
dealer does not intend, the actual or bona 
fide receipt or delivery of such securities 
or commodities, but do intend, or the dealer 
does intend, a settlement of such contract 
based upon the differences in such public 

market quotations of prices at which said 
securities or commodities are or are as- 
serted to be bought and sold. 

Sec. 4. Registration — statements — de- 
posits. No Invest. Co. shall sell or offer 
for sale or exchange within the State of 
Utah any securities as herein defined or 
engage in the business of selling or offer- 
ing for sale such securities without first 
registering with the Com. and filing under 
oath and upon forms prescribed by said 
Com. a statement containing the follow- 
ing information, to-wit: 

(a) The Invest. Co.’s name and resident 
address. 

(b) General character of securities to 
be sold or dealt in. 

(c) A specific statement of the property, 
rights, titles, and interests owned upon 
which the value of the stock is based. 

(d) The place or places where the busi- 
ness of selling securities is to be conducted 
within the State and where the business 
in this State is not to be conducted by the 
Invest. Co. then the names and addresses 
of all persons authorized to conduct such 
business. 

(e) The total authorized capital stock of 
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aa Corp. whose securities are offered for 
sale. 

(i) The amount of the capital stock of 
any Corp. whose securities are offered for 
sale subscribed and issued. 

(g) The consideration paid to the Corp. 
for capital stock issued and if any part of 
the stock so issued is issued for property, 
patent rights, copyrights, good will, or 
other thing of value, a detailed descrip- 
tion of the property so transferred to and 
received by the Corp. 

(h) A detailed statement of all pro- 
motion stock issued, with the names and 
addresses of the individuals receiving the 
same. 

(1) The names of the officers and di- 
rectors of the Corp. with a statement of 
the salaries, coms., fees, or any other com- 
pensation paid to them as such officers or 
directors. 

(j) The names of the agents authorized 
to solicit purchases of said stock; whether 
or not such agents receive fees, Coms., or 
salaries, and if so, the amount thereof. 

(k) Such other and further information 
as the Com. may from time to time in the 
performance of its duties require. 

Said Invest. Co. shall accompany the ap- 
plication for license with a certified check 
or lawful money of the U. S., in the 
amount of 1/10% of 1% of the face value 
of the securities for the sale of which ap- 
plication is made, provided that such filing 
fees shall not exceed $25. 

Sec. 5. Process agents — appointment 
irrevocable. If the Invest. Co. or dealer 
he a non-resident of this State or a foreign 
Corp., he or it shall, at the time of making 
application for a license permitting him 
or it to conduct the business specified in 
this Act, execute, acknowledge and de- 
liver to the Comr. proper and legal au- 
thority appointing the said Comr. process 
agent for the State of Utah, upon whom 
all legal process issued out of any court 
within the State of Utah may be served 
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for and in behalf of the dealer or Invest. 
Co., which appointment shall be irrevocable. 

Sec. 6. License—duration—suspensions. 
Upon compliance by such Invest. Co. with 
the provisions of this Act, the said Com. 
may issue to such Invest. Co. a license 
under the seal of said Com. and signed by 
the Sec. thereof, in such form or forms 
as the Com. shall adopt, which said license 
shall be valid for a period of one year 
from date of issuance unless sooner re- 
voked by said Com. for good cause upon 
notice to such Invest. Co. and a hearing 
duly had; provided, however, that said 
license may be suspended as to the selling 
of specific securities pending the investiga- 
tion and hearing by the Com. 

Sec. 7. Fees of agents—time due—re- 
newals. In addition to the filing and 
examination fees herein provided for to 
be paid by said Invest. Co. or dealer, there 
shall be charged and collected by said 
Com. a fee of $5,00 for the registration 
and authorization of each agent of such 
Invest. Co. or dealer, which fee and regis- 
tration shall entitle each agent to act as 
such until the Ist day of May following 
unless said authority is sooner revoked. 
Each of such agents shall make a new 
registration on May Ist of each year for 
the renewal of their agency, and the Com. 
shall charge and collect for each such re- 
newal a registration fee of $5.00, 

Sec. 8. Application and statements by 
dealers. On or before the date when this 
Act takes effect every person doing husi- 
ness as a dealer shall file with the Com. 
a statement in writing, under oath, which 
shall contain, in such form as the Com. 
shall prescribe, (a) the name and post- 
office address of the dealer: (b) if the 
dealer be a co-partnership or unincorpo- 
rated Assoc., the names and nostoffice ad- 
dresses of all the members thereof, and 
if the dealer he a Corp., the names and 
nostoffice addresses of all the officers and 
directors thereof; (9 the location of the 
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office or principal place of business of the 
dealer in Utah; (d) an application on be- 
half of the dealer for a license to do busi- 
ness under the provisions of this Act. 

Sec. 9. Fees and bonds of dealers. At 
the time of presenting such statement and 
application for filing the dealer shall: 

(1) Pay to the Com. the sum of $10 as 
a license fee for the calendar year, and 
a license fee of $10 shall be paid before 
the license shall be issued for any calendar 
year thereafter. Such fees shall be turned 
into the State treasury and credited to the 
State Sec. Com. fund. 

(2) Deliver to the Com. a good and 
sufficient bond for $5,000, payable to the 
State of Utah, to be executed by said ap- 
plicant together with a surety Co. or 2 
good and sufficient sureties, and to be ap- 
proved both as to form and sureties by 
the Com. Said bonds shall be conditioned 
upon the faithful compliance with the pro- 
visions of law by said applicant, and pro- 
vide that upon failure to so comply, the 
applicant shall be liable to any and all per- 
sons who may suffer loss by reason thereof. 

Sec. 10. License issued—public display. 
Upon payment of such license fee, the 
Com. shall file such statement and applica- 
tion. and shall issuc a license, under the 
seal of the Comp., reciting that the dealer 
is licensed to do business under the pro- 
visions of this Act during the fiscal year 
for which such license is issued. Said 
license shall at all times be publicly dis- 
played. by the dealer at his said office or 
place of business. 

Sec. 11. Expiration and renewal of li- 
cense. All dealers’ licenses issued under 
the provisions of this Act shall expire at 
the end of the fiscal year for which the 
same are issued and may be renewed only 
upon filing the statement and application 
and payment of the license fee required 
for the granting of an original license. 

“Src, 12, Dealers to keep book of ac- 
counts. Every geala licensed under the 
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provisions of this Act shall keep at his 
said office or principal place of business 
true and complete books of accounts show- 
ing all of the dealers’ assets, liabilities, 
transactions and business. 

Sec. 13. Forms of books—examinations 
and regulation. The Com. shall have 
power to prescribe the manner and form 
in which every licensed dealer’s books of 
account shall be kept and to examine the 
same at all times and to require the dealer. 
and his agents and employees to produce 
for his examination all other papers and 
records relating to the dealer’s transactions 
and business, and, in general, shall have 
the same powers of examination and regu- 
lation of the transactions and business of 
licensed dealers as the State Bk. Com. has 
with respect to banks and other financial 
institutions of this State. 

Sec. 14. Powers of suspension—super- 
vision of Commission. If at any time, 
upon examination, it shall appear to the 
satisfaction of the Com., that any licensed 
dealer is insolvent or is doing business in 
violation of any of the provisions of this 
Act, the Com. may, by order, suspend the 
license of such dealer until such insol- 
vency be cured or such unlawful practice 
shall cease, as the case may be. During 
such suspension it shall be unlawful for the 
dealer to do any business under said li- 
cense, except under the supervision of and 
to the extent permitted by said Com. 

Sec. 15. Statements furnished cus- 
tomers. Every licensed dealer shall, 
within 24 hours after demand, furnish to 
any customer or principal for whom such 
dealer has executed any order for the pur- 
chase or sale of any securities or commodi- 
ties either for immediate cr future deliv- 
ery, a written statement showing the time 
when, the place where and the price at 
which the same were bought or sold. 

Sec. 16. Publications concerning affairs 
or properties prohibited—penalty. Any 
person who knowingly makes or publishes 
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in any way whatever, or permits to be so 
made or published, any book, prospectus, 
notice, repart, statement, exhibit or other 
publication of or concerning the affairs, 
financial condition or property of any Corp. 
joint-stock Assoc., co-partnership or indi- 
vidual which said book, prospectus, notice, 
report, statement, exhibit or other publi- 
cation, shall contain any statement which 
is false or wilfully exaggerated or which 
is intended to give, or which shall have a 
tendency to give, a less or greater apparent 
value to the securities or property of said 
Corp., joint-stock Assoc., co-partnership, or 
individual, or any part of said securities or 
property then said securities or property 
or any part thereof, shall really and in 
fact possess, shall be deemed guilty of a 
felony, and upon conviction thereof shall 
be punished as provided in this Act. 

Sec. 17. Issuances permissive only — 
statement required. All securities issued 
under authority of this Act by an Invest. 
Co. or dealer shall recite in bold type that 
the issuance thereof is permissive and that 
the Com. does not recommend or endorse 
the securities issued or sold. | 

Sec. 18. Reports by investment com- 
panies—period and contents. Every In- 
vest. Co. shall on or before the 1st day of 
March in each year, make and file with the 
State Sec. Com. a report, covering the 
calendar year ending Dec. 31, preceding the 
filing thereof, and the same shall show 
fully and clearly the true financial condi- 
tion of the Invest. Co. at the close of said 
calendar year and shall specifically state 
the amount of stocks, bonds, or other se- 
curities sold during the annual period, the 
price at which the same were sold, the 
Com. paid for the sale of the same, the 
amount of monev in the treasury, the 
amount of work done, the cost of acquisi- 
tion of property, the fair assessed valuation 
of property rights or interests owned or 
held by such Invest. Co., the names, ad- 
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dresses and place or places of business of 
the officers of the Co. and those in charge 
of its business affairs, and such other de- 
tailed information as may be required by 
the Com.; provided that the Com. may 
require reports at such other times as it 
may deem necessary. 

Sec. 19. Securities Commission fund— 
deposits—expenses. All fees and charges 
collected by the Com., accompanied by a 
detailed statement thereof, shafl be paid 
into the State treasury each month and 
credited to the State Sec. Com. fund, which 
is hereby created a permanent fund. All 
moneys remaining to the credit of the State 
Sec. fund at the end of each biennial 
period, in excess of $5,000 shall be cov- 
ered into the general fund. The State Sec. 
Com. fund shall be applied to the payment 
each month of salaries for services ren- 
dered and necessary traveling and admin- 
istration expenses incurred thereunder, 
upon vouchers therefor duly presented by 
said Comp. to and approved by the State 
Board of Examiners. 

Sec. 20. Fees and charges—exceptions. 
The Comp. shall charge and collect the 
following fees: 

(a) For any examination, audit, or in- 
vestigation, not to exceed $10 per day or 
fraction thereof, plus the actual amount 
of traveling expenses reasonablv incurred 
in the performance of such work. 

(b) For copies of papers and records 
not required to be certified or otherwise 
raa by the Com., 20 cents for each 
olio. 

(c) For certified copies of official docu- 
ments, orders, and other papers filed in 
his office, and for transcripts 20 cents for 
oo folio and $1 for each certificate under 
seal. 

(d) For certificate of serving and mail- 
ing process served upon the Com. in any 
action or proceeding commenced or prose- 
cuted in this State against any person, corn.. 
or Assoc. that shall have appointed the 
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Comr. its agent, as provided in Sec. 5 
hereof, $2. 

No fees shall be charged or collected for 
copies of papers, records or official docu- 
ments furnished to public officers for use 
in their official capacity or for the reports 
of the Comr., in the ordinary course of 
distribution; but the Comr. may fix a rea- 
sonable charge for publications issued un- 
der his authority. 

Sec. 21. Bucketing contract—felonies, 
Any person who shall make or offer to 
make any bucketing contract shall be guilty 
of a felony and upon conviction thereof 
shall be punished as provided in this Act. 

Sec. 22. Statement in aid of certain 
contracts—prohibited. Any person who 
shall communicate, receive, exhibit or dis- 
play in any manner any statement of quo- 
tations of prices of any securities or com- 
modities, with intent to make or offer to 
make, or to aid in making or offering to 
make, any bucketing contract, shall he 
guilty of a felony and upon conviction 
thereof shall be punished as provided in 
this Act. 

Sec. 23. Violations of Act a felony— 
Penalties. Any person, firm, domestic or 
foreign Corp. that publishes an advertise- 
ment of an Invest. Co., dealer, or agent 
not duly licensed under the provisions of 
this Act, or that as an Invest. Co., dealer, 
or agent, sells, advertises for sale. or 
offers for sale securities as herein defined 
without first making application to the 
Com. and receiving the license herein re- 
quired or that sells, advertises, or offers 
for sale securities as herein defined after the 
suspension or revocation of any license 
granted, or does any other act or thing in 
violation of the terms of this chapter shall 
be guilty of a felony and upon conviction 
thereof, shall be fined in a sum not less 
than $100 and not more than $s,000. or im- 
prisoned in the State prison for a term of 
not more than 5 years. 

Sec. 24. Sale contracts unlawful—lia- 
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bilities to purchasers. Any contract of sale 
made in violation of the terms of this chap- 
ter or without first applying for and receiv- 
ing the license as herein required shall be 
unlawful and void and every person, firm, 
domestic or foreign Corp. participating di- 
rectly or indirectly in the sale of any se- 
curity in violation of the terms of this Act 
and every officer, director, and agent of 
any Corp. where acting as an Invest. Co. 
or dealer, or agent, shall be liable to the 
purchaser i in a civil action instituted in any 
court of competent jurisdiction for the 
amount of the purchase price paid and 
all damages the purchaser may sustain, 
without proof of actual or constructive 
fraud. 

Sec. 25. Effect of invalidations of part 
of Act. Should the courts of this State 
declare any Sec. or provision of this Act 
unconstitutional or unauthorized, or in 
conflict with any other Sec. or provision of 
this Act, then such decision shall affect only 
the Sec. or provision so declared to be un- 
constitutional or unauthorized and shall 
not affect any other Sec. or part of this Act. 
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Corrected to and including 1917 Session. 


Sec. 1. Sec. 4693 of the Public Statutes 
is hereby amended so as to read as fol- 
lows: : 

Sec. 4693. Every Corp., co-partnership, 
Co. Asso. or individual located in this 
state which shall sell or negotiate for the 
sale of any lands situated outside this 
state, any stocks, bonds or other securities 
of any kind or character (except bonds of 
the U. S.; state of Vt.; municipalities of 
this state; notes secured by mortgages on 
real estate in this state; obligations given 
by individuals who are citizens or legal 
residents of this state; bonds, stocks or 
notes of Corps. doing business in this state 
by virtue of a charter granted by this sta:e, 
bonds, stocks or notes of Corps. which 
have been approved by the Public Service 
Commission, or other governmental au- 
thority, of any state or of the U. S.), to any 
person in this state, shall be known for the 
purpose of this act as a domestic invest- 
ment Co. Every such Corp., co-partner- 
ship, Co., Asso. and individual located or 
organized in any other state, territory or 
government, or organized under the laws 
of any other state, territory or government, 
shall be known for the purpose of this act 
as a foreign investment company. 

A Corp., co-partnership, Asso., Co. or 
individual acting as a broker which wishes 
to sell in this state any of the securities or 
investments referred to in this Sec. which 
require a license for their sale, and which 
are listed on any of the exchanges in the 
principal cities of this country municipal 
bonds; Mtgs. of real estate or securities 
which have an established reputation, shall 
be known for the purposes of this act as 
an investment Co., and may be granted a 
license to sell such investments and securi- 
ties under the same regulations and con- 
ditions as apply to domestic and foreign 
investment companies. 
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Sec. 2. Sec. 4694 of the Public Statutes 
is hereby amended so as to read as fol- 
lows: 


Sec. 4694. Before offering or attempting 
to sell any lands situated outside this state 1 
or stocks, bonds or other securities of any 
kind or character other than those specifi- 
cally exempted in Sec. 1 of this act to any 
person or persons or transacting any busi- 
ness whatever in this state, excepting that 
of preparing the documents hereinafter re- 
quired, every such Inv. Co., domestic or 
foreign, shall file in the office of the Bk. 
Com. together with the filing fee of $23, 
the following documents to wit: A bond 
to the state for such amount as said Bk. 
Com. may require, not more than $25,000 
and not less than $1,000, with such sureties 
or security as he may approve, conditioned 
for compliance with the laws of this state 
affecting such Inv. Cos; a statement show- 
ing in full detail the plan upon which it 
proposes to transact business; a copy of all 
contracts, bonds or other instruments 
which it proposes to make with or sell to 
its contributors; a statement which shows 
the name and the location of the Inv. Co., 
and an itemized account of its actual finan- 
cial condition, and the amount of its prop- 
erty and liabilities, and such other informa- 
tion touching its affairs as said Bk. Com. 
may require. If such Inv. Co. is a co- 
partnership or an unincorporated Asso., it 
shall when requested in writing by the Bk. 
Com. also file with the Bk. Com. a copy 
of its articles of co-partnership or Asso., 
and all other papers pertaining to its or- 
ganization, and: if it be a Corp. organized 
under the laws of Vt. it shall when re- 
quested in writing by the Bk. Com. also file 
with the Bk. Com. a copy of its articles of 
incorporation, constitution and by-laws, 
and all other papers pertaining to its or- 
ganization. If it is an Inv. Co. organized 
under the laws of any other state, terri- 
tory or government, incorporated or unin- 
corporated, it shall when requested in writ- 
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ing by the Bk. Com. also file with the said 
Bk. Com. a copy of the laws of said state, 
territory or government under which it ex- 
ists or is incorporated, and also a copy of 
its charter, articles of incorporation, con- 
stitution and by-laws and all amendments 
thereof which have been madednd all other 
papers pertaining to its organization. All 
of the above described papers, except char- 
ters or articles of Asso. of a domestic Carp. 
required to be filed with the Secy. of State 
of this state, shall be verified by the oath 
of a member ot a co-partnership or Co., 
if it be a co-partnership or Co., or by the 
oath of a duly authorized officer, if it be 
an incorporated or unincorporated Asso. 
All such papers, however, as are recorded 
or are on file in any public office shall be 
further certified to by the officer of whose 
records or archives they form a part, as 
being correct copies of such records or ar- 
chives. The Bk. Com. may in his discre- 
tion, waive the filing of any of the papcrs, 
bonds or documents described in this sec- 
tion. 

SEc. 3. Sec. 4697 of the Public Statutes 
hereby amended so as to read as fol- 
ows: 


Sec. 4697. Every foreign Inv. Co. shall 
when requested in writing by the Bk. Com. 
also file its written consent, irrevocable, 
that actions may be commenced against it, 
in the proper court of any county in this 
state in which a cause of action may arise 
or in which the plaintiff may reside by the 
service of process on the Secy. of State, 
and stipulating and agreeing that such serv- 
ice of process on the Secy. of State shall be 
taken and held, in all the courts, to be as 
valid and binding as if due service had 
been made upon the Co. itself, according 
to the laws of this or any other state, and 
such instrument shall be authenticated by 
the seal of said foreign Inv. Co. and by the 
signature of a member of the co-partner- 
ship or Co., if it be a co-partnership or 
Co., or by the signatures of the Pres. and 
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Secy. of the incorporated or unincorporated 
Asso., if it be an incorporated or unincorpo- 
rated. Asso., and shall be accompanied by a 
duly certified copy of the order or resolu- 
tion of the board of directors, trustees, or 
managers of the Corp. authorizing the said 
Secy. or Pres. to execute the same. 

Sec. 4. Sec. 4696 of the Public Statutes 
is hereby amended so as to read as fol- 
laws : 

Sec. 4696. It shall be the duty of the 
Bk. Com. to examine the statements and 
documents so filed, and if he shall deem it 
advisable he shall make or cause to be 
made a detailed examination of such Inv. 
Co’s affairs, which examination shall be at 
the expense of such Inv. Co., as hereinafter 
provided; and if he finds that such Inv. 
Co. is solvent, that its articles of incorpora- 
tion or Asso., its constitution and by-laws, 
its proposed plan of business and proposed 
contract contain and provide for a fair, 
just and equitable plan for the transac- 
tion of business, and in his judgment 
promises a fair return on the lands, stocks, 
bonds and other securities by it offered 
for sale, the Bk. Com. shall issue to such 
Inv. Co. a statement reciting that such Co. 
has complied with the provision of this 
act, that detailed information in regard to 
the Co. and its securities is on file in his 
office for public inspection, that such Inv. 
Co. is permitted to do business in this 
state for one year and such statement shall 
also recite in bold type that the Bk. Com. 
in no wise recommends the securities to be 
offered for sale by such Co. But if said 
Bk. Com. finds that said articles of incor- 
poration or Asso., charter, constitution and 
by-laws, plan of business or proposed con- 
tract contain any provisions that are un- 
fair, unjust, inequitable or oppressive to any 
class of contributors, or if he decides from 
his examination of its affairs that said Inv. 
Co. is not solvent and does not intend to 
do a fair and honest business, and in his 
judgment does not promise a fair return 
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on the lands, stocks, bonds or other securi- 
ties by it offered for sale, then he shall 
notify such Inv. Co. of his findings, and 
it shall be unlawful for such Co. to do any 
further business in this state until it shall 
so change its constitution and by-laws, 
articles of incorporation or Asso., its pro- 
posed plan of business and proposed con- 
tract and its general financial condition in 
such manner as to satisfy the Bk. Com. that 
it is solvent, and its articles of incorpora- 
tion or Asso., its constitution and by-laws, 
its proposed plan of business and proposed 
contract, provide for a fair, just and equi- 
table plan for the transaction of business, 
and does, in his judgment, promise a fair 
return on the lands, stocks, bonds and other 
securities by it offered for sale; provided, 


that all expenses paid or incurred and all. 


fees or charges received or collected for 
any examination made under the provisions 
of this Sec. shall be reported in detail by 
the Bk. Com. and a full report and record 
thereof made in detail. 

Sec. 5. It shall not be lawful for any 
Inv. Co., either as principal or agent, to 
transact any business, in form or character 
Similar to that set forth in Sec. 1 of this 
act, except as is provided in Sec. 2 of this 
act, until it shall have filed the papers and 
documents above provided for; nor shall 
an unlicensed Co. advertise its business in 
newspapers in this state or by circulars. 
No amendment of the charter, articles of 
incorporation, constitution and by-laws of 
any such Inv. Co. shall become operative 
until a copy of the same has been filed with 
the Bk. Com. as provided in regard to the 
Original filing of charters, articles of in- 
corporation, constitution and by-laws, nor 
Shall it be lawful for any such Inv. Co. 
to transact business on any other plan than 
that set forth in the statement required to 
be filed by Sec. 2 of this act or make any 
contracts other than that shown in the 
copy of the proposed contract required to 
be filed by Sec. 2 of this act, until a writ- 
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ten statement showing in full detail the pro- 
posed new plan of transacting the busi- 
ness and a copy of the proposed new con- 
tract shall have been filed with the Bk. 
Com., in like manner as provided in regard 
to the original plan of business and pro- 
posed contract, and the consent of the Bk. 
Com. obtained as to making such proposed 
new plan of transacting business and pro- 
posed new contract. 

Sec. 6. An Inv. Co. may appoint one or 
more agents, but no such agent shall do any 
business for said Inv. Co. in this state un- 
til he shall first register with the Bk. Com. 
as agent for such Inv. Co. Such registra- 
tion shall entitle such agent to represent 
said Inv. Co. until the first day of April 
following, unless said authority is sooner 
revoked by the Bk. Com.; and such au- 
thority shall be subject to revocation at any 
time by the Bk. Com. for cause appearing 
to him sufficient. 

Sec. 7. Sec. 4699 of the Public Statutes 
i hereby amended so as to read as fol- 
ows: 


Sec. 4699. Every Inv. Co., domestic or 
foreign, shall when requested in writing 
by the Bk. Com. file at the close of business 
on the last day of June and Dec. of each 
year, and at such other times as required br 
the Bk. Com., a statement verified by the 
oath of the co-partnership or Co., if it be 
a co-partnership or Co., or by the oath of 
a duly authorized officer, if it be an incor- 
porated or an unincorporated Asso., set- 
ting forth in such form as may be pre- 
scribed by the said Bk. Com., its financial 
condition and the amount of its assets and 
liabilities, and furnishing such other infor- 
mation concerning its affairs as said Bk. 
Com. may require. Each regular state- 
ment of June and Dec. shall be accompanied 
by a filing fee of $5.00. Any Inv. Co. when 
requested in writing by the Bk. Com. fail- 
ing to file its report at the close of business 
on the last day of June or Dec. of each 
year within ro days of the date, or failing 
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to file any other or special report herein 
required within 30 days after receipt of re- 
quest or requisition therefor, shall forfeit 
its right to do business in this state. 

Sec. 8. The Bk. Com. shall have general 
supervision and control, as provided by this 
act, over any and all Inv. Cos., domestic 
or foreign, doing business in this state, and 
all such Inv. Cos. shall be subject to ex- 
amination by the Bk. Com. or his duly 
authorized deputy at any time the Bk. Com. 
may deem it advisable and in the same 
manner as is now provided for the exami- 
nation of state Bks. and make such ex- 
amination of securities sold by them in 
Vt. as shall be necessary for him to deter- 
mine their character. The rights, powers, 
and privileges of the Bk. Com. in connec- 
tion with such examinations shall be the 
same as is now provided with reference 
to examination of state Bks..; and such 
Inv. Co. shall pay a fee for each of such 
examinations of not to exceed $10 for each 
day or fraction thereof plus the actual 
traveling and hotel expenses of said Bk. 
Com. or deputy in making such examina- 
tion, and the failure or refusal of any Inv. 
Co. to pay said fees upon the demand of 
the Bk. Com. or deputy while making such 
examination shall work a forfeiture of its 
right to do business in this state. 

Sec. 9. Sec. 4700 of the Public Statutes 
is hereby amended so as to read as fol- 
lows: 

Sec. 4700. Whenever it shall appear to 
the Bk. Com. that the assets of any Inv. 
Co. doing business in this state are im- 
paired to the extent that such assets do 
not equal its liabilities, or that it is con- 
ducting its business in an unsafe, inequi- 
table or unauthorized manner, or jeopardiz- 
ins the interest of its stockholders or in- 
vestors in lands, stocks, bonds or other 
securities by it offered for sale, or when- 
ever any inv. Co. shall fail or refuse to 
file any papers, statements or documents, 
required by this act. without giving satis- 
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factory reasons therefor said Bk. Com. shall 
at once communicate such facts to the 
Atty-Gen. who shall thereupon revoke the 
license of such Inv. Co. and send a copy of 
such revocation to the principal office of 
such Co. and to each agent thereof in this 
state and cause the same to be published 
in such manner as he deems proper; he 
shall also forthwith apply to a chancellor 
for the appointment of a receiver to take 
charge of and wind up the business of 
such Inv. Co. and if such fact or facts be 
made to appear it shall be sufficient evidence 
to authorize the appointment of a receiver 
and the making of such orders and decrees 
in such cases as equity may require. 

Sec. 10. A person who knowingly or wil- 
fully subscribes to or makes or causes to 
be made any false statement, or false entry 
in any book of such Inv. Co., or exhibits 
any false paper, with the intention of de- 
ceiving any person authorized to examine 
into the affairs of such Inv. Co., or makes 
or publishes any false statement of the 
financial condition of such Inv. Co., or the 
lands, stocks, bonds or other securities bv 
it offered for sale, shall be fined not more 
than $1,000, or shall be imprisoned for not 
more than 90 days, or both. 

Sec. 11. A person who sells or attempts 
to sell the lands, stock, bonds or other se- 
curities of an Inv. Co., domestic or for- 
eign, or the lands, stock, bonds or other 
securities by it offered for sale, who has 
not complied with the provisions of this 
act, or an Inv. Co., domestic or foreign, 
which does any business, or attempts to do 
any business, except as provided in Sec. 2 
of this act which has not complied with the 
provisions of this act, or an agent who does 
or attempts to do any business for any Inv. 
Co., domestic or foreign, in this state, which 
agent is not at the time duly registered 
and has not fully complied with the provi- 
sions of this act, shall be fined for each 
offense not more than $1,000, or shall be 
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inp ened for not more than 9o days or 


re) 

Sec. 13. Should the court declare any 
Sec. of this act unconstitutional or unau- 
thorized by law, or in conflict with any 
other Sec. or provision of this act, then 
such decision shall affect only ihe Sec. or 
provisions so declared to be unconstitu- 
tional and shall not affect any other Sec. 
or part of this act. 
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VIRGINIA 


Laws 1918, Approved March 23, 1918 


Be it enacted by the general assembly 
of Virginia, That the term “ securities” 
as used in this act shall be taken to mean 
stock certificates, shares, bonds, debentures, 
certificates of participation, contracts, con- 
tracts or bonds for the sale and convey- 
ance of land on deferred payments or in- 
stallment plan, or other instruments in the 
nature thereof by whatsoever name known 
or called. The term “ speculative securi- 
ties” as used in this act shall be taken 
to mean and include (1) all securities to 
promote or induce the sale of which, profit, 
gain or advantage unusual in the ordinary 
course of legitimate business is in any way 
advertised or promised; (2) all securities 
for promoting the sale of which a Com. 
of more than 744% is offered or paid, 
either in money, stock, property or other- 
wise, either directly or indirectly; (3) all 
securities the value of which materially 
depends on proposed or promised future 
promotion rather than on present tangible 
assets and conditions; (4) the securities 
of any enterprise, Assoc., partnership or 
Corp. which has included or proposes to 
include in its assets as a material part 
thereof, oil, gas, coal or mineral lands, 
leases or rights, options, patents, formulae, 
good-will, promotion, or intangible assets, 
or which: has issued or proposes to issue 
a material part of its securities in payment 
for formulae, options, patents, good-will, 
promotion or intangible assets; (5) securi- 
ties made or issued in furtherance or pro- 
motion of any enterprise or scheme for 
the sale of unimproved or undeveloped 
land on any deferred payment or install- 
ment plan, where the value of such securi- 
ties materially depends on the future per- 
formance of any stipulation or promise to 
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furnish irrigation or transportation facili- 
ties, sidewalks, sewers, gas, light, streets,. 
or other value enhancing utility or im- 
provement; (6) contracts issued by per- 
sons or Cos. commonly styling themselves. 
as “home” Cos., which purport to entitle 
the halder thereof to a loan from the issue 


after the payment of certam installments. 


or dues, or contracts of a similar nature 
by whomsoever issued, or by whatsoever 
name called; (7) any ‘stock contract, cer- 
tificate of participation or ather agreement 
which purports to permit persons, Assocs., 

partnerships or Corps. to purchase any 
property, real, personal, or intangible at a 
less price or upon more favorable terms: 


than the general public is permitted to pur- 


chase same. The term “ speculative enter- 
prise” as used in thts act shall be taken 
to mean any business undertaking, project, 
venture or activity for the promotion or 
furtherance of which “ speculative secur- 
ities ” as herein defined are made, issued, 
sold, or offered for sale. The word 

“promoter” as used, in this act shall in- 
clude any person, agent, broker, partner--. 
ship, Assoc. or Corp. who shall sell, offer 
for sale, advertise or do any act in further- 
ance of the sale, barter or exchange of 
any “speculative securities” as defined in 
this act. 

2. Information and fees required of 
promoters ——- conditions precedent to 
offering securities for sale. It shall be 
hereafter unlawful for any promoter to 
sell or offer for sale (except:to ‘banks, 
bankers, Tr. Cos. or dealers in securities), 
or by means of any advertisement, cir- 
culars, or prospectus, or bv any other form 
of public offering, to attempt to promote 
the sale of any speculative securities in this 
State, unless there first shall have been 
filed with the State Corp. Com., hereafter 
called the Com., duly sworn to; (1) a copy 
of the securities so to be promoted; (2) 
a statement in substantial detail of the as- 
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sets and liabilities of the person or Co. 
making and issuing such securities and of 
any person or Co. guaranteeing the same, 
including specifically the total amount of 
such securities and of any securities prior 
thereto in interest or lien, authorized or 
issued by any such person or Co.; (3) if 
such securities are secured by Mtg. or other 
lien, a copy of such Mtg. or of the instru- 
ment creating such lien, and a competent 
appraisal or valuation of the property cov- 
ered thereby, with a specific statement of 
all prior liens thereon, if any; (4) a full 
statement of facts showing the gross and 
net earnings of any person or Co. making 
and issuing or guaranteeing such securities, 
er of any property covered by any such 
Mtg. or lien; (5) all knowledge or in- 
formation in ‘the possession of such pro- 
moter relative to the character or value of 
such securities, or of the property or earn- 
ing power of the person or Co. making 
and issuing or guaranteeing the same; 
(6) a copy of any prospectus or advertising 
matter which is to be used in connection 
with such promotion, and no such pros- 
pectus or advertising matter shall be used, 
unless the same has been filed hereunder, 
but same may be amended from time to 
time, by filing copies of the amendments 
with the Com.; (7) the names, addresses 
and selling territory in this State of any 
agents by or through whom any such secur- 
ities are to be sold, and no such agents 
shall be employed unless such statement 
with respect to them, together with satis- 
factory evidence of their good character, 
has been filed hereunder and there shalf 
have been paid to the Com. a registration 
fee of $5 for each such agent. The pay- 
ment of such fee shall be payment in full 
of all fees for registration of such agent 
until and including the first day of May 
next following; (8) the name and ad- 
dress of such promoter, including the 
names and addresses of all partners, if the 
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promoter be a partnership, and the names 
and addresses of the directors or trustees, 
and of the owners of the capital stock, 
if the promoter be a Corp. or Assoc.; 
(9) a statement showing in detail the plan 
on which the business or enterprise is to 
be conducted; (10) the articles of co- 
partnership or Assoc., and all other papers 
perta: ‘ning to its organization, if the se- 
curities be insured or guaranteed by a co- 
partnership or unincorporated Assoc. ; 
(11) a copy of its charter and by-laws if 
the securities be issued or guaranteed by 
a Corp.; (12) any other information con- 
cerning the said promotion, its assets or 
the persons interested therein, which the 
Com. may require; (13) a copy of the 
contract to be used in taking subscriptions 
for such securities wherein shall be set 
out a complete and accurate statement 
without unnecessary verbiage of any stock 
or security of the Corp. whose securities 
are being offered for sale, which has been 
or is proposed to be issued in payment for 
patents, options, formulae, copyrights, 
leases, or for any consideration, whether 
similar thereto or not, other than par value 
or more in money, together with a full 
statement of the exact amount which is 
being paid directly or indirectly in money, 
securities or otherwise for the promotion 
of such Corp. or the fletation of such se- 
curities either directly or indirectly to any 
sa whatsoever; (14) a filing fee of 
25 

3. Foreign promoter to appoint Sec- 
retary of the Commonwealth as agent 
on whom process may be served. Effect 
of service. Every foreign promoter before 
selling or offering for sale any speculative 
securities, in this State shall also file with 
the Com. his or- its written consent, irre- 
vocable, that action may be commenced 
against him or it in the proper courts of 
any county or city in this State in which 
a cause of action may arise, by the service 
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of process on the Sec. of the Common- 
wealth and stipulating and agreeing that 
such service of process on the Sec. of the 
Commonwealth shall be taken and held in 
all courts, to be as valid and binding as if 
due service had been made upon himself in 
person or the Co. itself, according to the 
laws of this or any other State, and such 
instrument shall be authenticated by the 
seal of said foreign Corp. and shall be 
accompanied by a duly certified copy of the 
order or resolution of the board of direc- 
tors, trustees, or managers of the Corp. 
authorizing the said Sec. and Pres. to exe- 
cute the same. When lawful process 
against any such promoter shall be served 
upon the Sec. of the Commonwealth, 
he shall forthwith mail a copy of such pro- 
cess to the defendant or defendants therein 
named, at such address as may have been 
filed with the Com. by such defendant. A 
judgment, decree or order of any court 
entered or made against any such person, 
firm or Corp. after service of process or 
notice as aforesaid shall be valid and bind- 
on such defendant, in case of a Corp., as 
if it had been incorp. under the laws of 
this State and served with process or notice 
therein, and in the case of members of a 
firm or individuals, as if they had been 
personally served with process or notice 
therein. 

4. Adverse finding of Commission, 
notice of, effect of.— If from the state- 
ments, papers and documents on file, or 
from other evidence submitted, it shall ap- 
pear, and the Com. shall find (1) that the 
makers or guarantors of said securities are 
insolvent, or are untrustworthy; (2) or 
that the promoters’ plan of business is 
dishonest, or fraudulent; (3) or that the 
promoters’ plan of business does not ade- 
quately secure investors against the un- 
lawful dissipation or misapplication of the 
funds of the enterprise, or business; (4) 
or that the promoters’ literature or advertis- 
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ing is misleading and calculated to deceive 
purchasers or investors; (5) or that the 
enterprise or btisiness of the promoter is 
unlawful or against public policy; (6) or, 
is a mere scherhe of a promoter or pro- 
moters to gèt money or property at the 
expense of the purchasers of the aforesaid 
securities; the said Com. shall reduce its 
said findings to writing and attest the same 
by the signature of the chairman or secre- 
tary thereof. Notice of sach finding or 
findings, shall immediately ‘be given to the 
applicant by régistered mail. And it shall 
thereafter be unlawful for the promoter or 
other person to sell, offer for sale, or by 
means of any advertisement, ‘circular, or 
prospectus, or by any other form of public 
offering to attemipt to ‘promote ‘the sale 
of any such speculative security or securi- 
fies in this ‘State, until ‘such ‘order be set 


‘aside as herein provided. 


‘5. Investigations by Commission — 
Findings. The Com. shall, at any time, 
have the authority and jurisdiction to in- 
vestigate the affairs of any speculative en- 
terpr'se, the securities of which are being 


‘sold or offered for sale in this State, so 


far as may be necessary to ascertain whether 
or not the facts would justify“any or all of 
the findings enumerated in paragraph (4). 
and to ascertain whether or not any order 
which may be promulgated as provided in 


‘paragraph (4) shall be continued >or va- 


cated, and after giving the’ promoters a 
hearing, may, if the eviderice ‘warrant; make 


‘any of the adverse findings enamerated in 


Sec. 4 of this act, arid. may make such 
order as to the costs as appears to~be just 
and it shall thereafter be unlawful for any 
promoter to sell, offer for sale, or by means 
of any advertisement, circular, or prospec- 
tus, or by any other form of public offer- 
ing to attempt to promote the sale of: ‘the 
securities of such speculative enterprise in 
this State, until such order be: set aside as 
herein provided. 
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6. Appeals from decisions of Commis- 
sion. Appeals may be taken by either 
party from the decision of the Com. to the 
supreme court of appeals of Virginia. The 
granting of such appeal, however, unless 
so ordered by the court, shall not operate 
as a stay of proceedings. 

7. Securities exempt from operation of 
this act. The provsions of this act shall 
not apply to (a) securities of the U. 
or any foreign government; or of any 
State or territory; or of any county, city, 
township, Dist. or other public taxing sub- 
div. of any State or territory of the U. 
or any foreign government. (b) Securities 
of public service or utilities corps; the 
issues of which are regulated by the com. 
or by the public service com. or board of 
similar authority of any State or territory 
of the U. S.; or securities senior thereto. 
(c) Securities of any Nat. Bank, or any 
bank, Trust Co. or Bldg. and loan assoc. 
organized under the laws of this State, 
after organization and while subject to 
examination and supervision by the proper 
authorities thereof. (d) Securities of any 
Co. which are not offered for sale to more 
than 25 persons in this State. (e) Securi- 
ties of any domestic Corp. organized with- 
out capital stock, for religious, charitable 
or reformatory purposes. (f) Sectirities 
of persons, firms or Corps. which are not 
comprehended in the definition of “ specu- 
lative securities” contained in clause one 
of this act. (g) Securities of any Corp. 
whose maximum authorized capital stock 
is not more than $25,000. 

8. Investigation by Commission. 
Powers, Findings, Effects. Mailing of 
notices. The Com. its assistants or agents 
shall have the power to issue subpoenas and 
process compelling the attendance of any 
person and the production of any papers 
or books for the purposes of such investi- 
gation and examination, as is provided for 
in this act, and shall have power to admin- 
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ister an oath to any person whose testimony 
may be required on such examination or 
investigation; and it shall be unlawful for 
any person to refuse to obey any. such sub-. 
poena or make answer to any competent 
and material question propounded to him 
by the Com. its assistant or agent. No. 
person shall refuse to testify because his 
testimony would tend to incriminate: him-. 
self, but if called to testify by the Com. 
or the Commonwealth, he shall not there- 
after be prosecuted for any crime grow- 
ing out of the transaction concerning which. 
he testifies. Upon the conclusion of:,any 
investigation, the Com. may make findings 
of fact touching the matter or matters un- 
der investigation, and such findings shall. 
be prima facie evidence of the truth of the 
matters therein found by the Com. in any 
action, either civil or criminal, instituted 
under any of the laws or statutes of this 
State against the person, persons, partmer- 
ship, corp. or assoc. selling or offering for 
sale such securities, or their agents or 
representatives. The notices provided for 
in this act may be given by registered letter 
mailed to the last known address of person 
or persons or corps. to be investigated and 
the com’s. certificate shall be sufficient evi- 
dence of such notice and the mailing 
thereof. 

1014.. Contract used by promoter, 
forms, contents, type. It shall be unlaw- 
ful for any promoter to engage in selling, 
offering to sell or contracting to sell any 
speculative security, except by printed con- 
tract, the form of which shall be approved 
by the Corp. Com. and in which shall be 
plainly set out-in ten point type without 
unnecessary verbiage, the exact amount of 
money, fees, Coms. bonus or promotion 
stock which any person has received or is 
to receive by reason of the promotion or 
sale of such securities or which has been 
or is to be given or paid for any property, 
patents, options, formulas, copyrights, 
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leases, or promotion or intangible assets, 
either directly or indirectly, by any shift 
or device whatsoever, and it shall be 
unlawful for any corporate officer or 
other person in any capacity whatsoever 
to pay or issue or cause to be issued for 
any such consideration or as a bonus any 
money, stock or securities except as set 
forth in such subscription contract, unless 
any changed plan together with a properly 
changed form of contract, which form of 
contract, shall have first been approved by 
the Com. and such change shall be agreed 
to in a regularly called stockholders’ meet- 
ing or in the event the promoter be not a 
Corp. then same must be agreed to by the 
holders who have purchased at par or more 
the majority of such securities. In every 
such contract as provided for in this sec- 
tion the following shall be stated in 12 
point bold face type: “The value of the 
stock or securities referred to in this con- 
tract have not been passed upon by the 
State corporation commission.” 

10. Violation of provisions of this act, 
punishment for. Any promoter who shall 
commit, in whole or in part, in this State 
any act declared unlawful by this act shall 
be deemed guilty of a misdemeanor where 
not otherwise provided, and on conviction, 
be punished by a fine of not less than $100 
nor more than $5,000, or by confinement in 
jail for not less than 30 days or more 
than I year, or by both such fine and 
imprisonment. 

11. Persons exempt from operation of 
this act. Successive sales evidence of 
fraud. This act shall not apply to the 
owner of any speculative security, who is 
not the maker or issuer-thereof, who shall 
acquire and sell the same for his own ac- 
count in the usual and ordinary course of 
business and not for the direct or indirect 
promotion of any enterprise or scheme 
within the purview of this act, providing 
that such ownership is in good faith. Re- 
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peated or .successive sales of any such 
speculative security..or securities shall be | 
prima facie evidence that the claiin of 
ownership is not bona fide, but is a mere 
shift or device-49 evade the provisions of d 
this aot. 
ta. Fees, di tion of. Assistants, €x- 
penses and sa S. All fees hereim pro- 
vided for shal -be collected by ‘the Com. 
and shall'be turned into the State treasury. 
The Com. -shall also have full power to 
employ such temporary assistants or clerks 
as he-may from time to time deem neces- 
sary and’ fix their compensation, and all 
salaries afd expenses necessarily incurred 
m the administration ‘of thts act shall be 
paid ont of fees collected and turned into 
the State treasury ander the provisions of 
this act- and the acts hereby repealed, upon 
the prosmana Di itemized vouchers, duly 
verified,' and -having the approval of the 
Com. The ayditor shall issue his warrant 
on the State treasurer for such salaries 
and expenses, and ‘the State Treas. shall 
pay the-same out-of. said fees, and for that 
purpose the said fees are hereby appropri- 
ated for uwée ‘during the fiseal years end- 
ing on the 28th day of Feb., 1919, and the 
29th day of Feb., 1920, respectively. 
¥3. False statement or entry, making 
of, a felony. -Punishment. Arry person 
who shall knowingly or wilfully subscribe 
to, or ‘make, or cause to be made anv 
false statements or false entry in any book 
of account of any persons, co-partnership, 
Assoc., or -Corp -subject to the provisions 
of this act, or exhibit any false paper with 
intention of.-deceiving amy person author- 
ized to examine -into the affairs of such 
person, ‘co-partnership, Assoc. or Corp., 
shall: knowingly make any false statements 
materiafty affecting the value of ‘the stocks, 
bonds or other- -securities ‘offered for sale 
by any sueh person, co-partnership, Assoc. 
or Corp., shall be deemed guilty of a felony 
and upon conviction thereof, shall be fined 
Td 
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not less than $100 nor more than $5,000, 
or: shall be imprisoned not less than 6 
months or more than 1 year in jail, or not 
less than I year nor more than I0 years 
in the State penitentiary, or by both such 
fine and imprisonment. 

14. Constitutionality of this act. 
Should the courts declare any section or 
clause of this act unconstitutional, then 
such decision shall affect only the section 
or clause so declared to be unconstitutional, 
and shall not affect any other Sec. or 
part of this act. | 

15. Promotion securities, powers of 
Commission relating to in escrow. The 
Com. shall determine what part if any of 
the securities which any person, firm or 
Corp. subject to the provisions of this act 
proposes to offer or are offering are pro- 
motion securities and may make such order 
as may seem just and proper to prevent 
the sale of such promotion securities in 
competition with treasury securtties in such 
way as to defraud the public as may seem 
proper and just to that end and for that 

: purpose may, where it appears necessary 
to prevent the public from being defrauded, 
require that such securities shall be placed 
in escrow upon such conditions as the Com. 
may direct. 

16. Promotion fees, amount of. Pow- 
ers of Commission relating to. It shall 

~ be unlawful for any person, or persons, 
Assocs., co-partnership or Corp. to receive 
either directly or indirectly under any guise, 
devise, or pretext whatsoever, as promotion 
fee or as compensation for the organiza- 

' tion of any corporation or flotation of any 
security whatsoever, more than 20% 

- the value of the security promoted, floated 
or sold, unless in the judgment of the 
Corp. Com. it should be proper to allow 

- a larger per centum, this to cover the total 
promotion, organization or flotation fees 

‘ or expenses either paid to one or more 
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persons, firms or Corps., either paid in 
money, stock or other thing whatsoever. 

18. Purpose of this act. May require 
securities to be placed in escrow. This 
act shall not be construed to prevent the 
sale of purely speculative securities, but 
to give to the Com. power to reauire that 
the promoters of such securities shall hon- 
estly apply the proceeds of the sale thereof 
to the purpose for which such ‘securities 
are sold; and to this end the Com. may 
further require such promoters to place 
promotion securities in escrow or to give 
security for the proper and honest applica- 
tion of such funds, as may come into their 
possession, for another, by reason of such 
promotion. 

22. Failure of promoter to comply with 
orders of Commission, effect ai In the 
event of the failure of any promoter to 
comply with any order which the Com, 
is authorized by this order to make, then 
it shall be unlawful for such security to be 
sold until such order is complied with or 
set aside, as herein provided, 
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WEST VIRGINIA 
Laws 1915, Chap. 18. 
) SEC. 1. 


That no person or persons men- 
tioned in Sec., 6 of this act, shall, as prin- 
cipal or agent, promote by advertisement, 
circular, prospectus, or any other form of 
public or general offering, inducement or 
persuasion, the issuance, transfer, distribu- 
tion, sale or negotiation of any speculative 
securities, as hereinafter defined in Sec. 2 
of this act, unless prior thereto he, or they, 
shall have filed with the auditor of this 
State, duly verified by his, or their oath 
or affirmation and accompanied by a filing 
fee of $5, a statement. containing the fol- 
lowing; pravided, however, that this Sec. 
shall not apply to a bona fide offer directly 
made ta banks, bankers, brokers or Tr. 
Cos. who deal in such securities: . 

(a) A copy of the securities so to be 
promoted. 

(b) A copy of the charter, or “articles 
of Assoc., and by-laws, and such other in- 
formation as may be necessary to establish 
the character of the promotion, and validity 
and value of the securities, not otherwise 
referred to in this section. 

(c) A statement in sybstantial detail of 
the assets and liabilities of the person or 
Co. issuing such securities and of any Co. 
or person, guaranteeing the same, including 
spec-fically. the total amount of such se- 
curities and of any securities prior thereto 
in interest or lien. 

(d) If such securities are secured by 
Mtg. or ather lien, a capy of such Mtg. 
or of the instrument creating such lien, 
and a competent appraisal or valuation of 
the property covered thereby with a specific 
statement of all prior liens thereon, if any. 

(e) A full statement of facts showing 
the gross and net earnings actual or es- 
timated, of any per or Co. issuing or 
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guaranteeing such securities, or of any 
property covered by any such Mtg. or lien. 

(£) All knowledge or information in the 
possession of such promoter, relative to 
the character or value of such securities, 
or of the property or earning power of the 
person or Co. issuing or guaranteeing the 
same, including a statement that such 
promoter has fully investigated the same 
and believes the facts as stated to be 
reliable and true, with such exceptions, if 
any, as may be stated. . 

(g) A copy of any prospectus or ad- 
vertising matter which is to be used in con- 
nection with such promotion. Such pros- 
pectus shall contain a clear and concise 
statement of the amount of money esti- 
mated as necessary to carry out the ob- 
jects of the promotion; the price at which 
it is intended to sell securities; the amount 
of promotion expense, Coms. and other 
overhead expenses contemplated, and the 
net amount to be derived by the Co. from 
the sale of each share of stock, bond, note, 
contract or other security, and no pros- 
pectus or other advertising matter shall be 
used unless the same has been filed here- 
under. But in case no prospectus or adver- 
tising matter is filed or used, a statement 
containing the information referred to in 
this Sub-sec. shall be filed with the auditor. 

(h) The names and addresses of any 
agents by or through whom any securities 
are to be sold in this State and no agent 
shall be employed or act unless such state- 
ment with respect to them has been filed 
hereunder. 

(i) The name and address of such pro- 
motor, including the names and addresses 
of all partners, if the promoter be a part- 
nership, and the names and addresses o 
the directors or trustees (and of any and 
all persons owning ten per centuin or more 
of the capital stock), if the promoter be 
a Corp. or Assoc. 

Compliance by any person or persons 
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mentioned in Sec. 6 of this act, with the 
provisions of this Sec. shalt ipso facto oper- 
ate to appoint the auditor of this State as 
his, or their attorney-in-fact, irrevocable, 
for the specific purpose of receiving serv- 
ice of notices and processes which may be 
issued against him or them in any action 
arising out of the promotion, negotiation, 
issuance, transfer, distribution, or sale by 
him, or them in this State, of amy of the 
speculative securities concerning which 
such compliance is made, and the service 
of any such notice or process on said au- 
ditor, or his acceptance of service endorsed 
thereon shall be equivalent for all pur- 
poses to, and shall be and constitute due 
and legal service of such notice or process 
upon any such person or persons. 

Immediately after being served with or 
accepting any such process or notice, the 
auditor shall file a copy of such process or 
notice with a note thereon endorsed of the 
time of service or acceptance, as the case 
may be, and transmit such process or notice 
by registered mail to the head office of such 
person or persons. 

Suits and actions may be commenced 
against such person or persons in the proper 
court of any county in this State in which 
a cause of action may arise or in which 
the plaintiff may reside. 

Sec. 2. The term “speculative securities,” 
as used in this act shall include all the 
stocks and securities mentioned in Sec. 6 
of this act, which shall, in their subscrip- 
tion. issuance, sale, transfer, negotiation 
or distribution, be represented to yield a 
profit to the purchaser, or other transferee 
of more than 8%. 

Sec. 3. No person or persons described 
in Sec. 6 of this act, and not coming within 
the terms of Sec. 2 of this Act, shall, as 
principal or agent, promote by advertise- 
ment, circulation, prospectus, or any other 
form of public or general offering, induce- 
ment or persuasion, the issuance, sale, trans- 
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fer, negotiation or distribution of any of 
the securities mentioned m Sec. 6 of this 
act, without first having notified the 
auditor, describing such securities, and if 
it shall appear therefrom, or from any 
investigation which the auditor is hereby 
authorized to make, that sach information 
is not sufficient to determine the character 
and value of such securities, or of such 
promotion, or of the honesty thereof, then 
such securities shall be taken and deemed 
to be spectrlative under the terms of the 
preceding Sec. hereof, and after notice in 
writing by the Auditor of state, such se- 
cur:ties shall be subject in all respects to 
the provistons of this act regarding specu- 
lative securittes. - 

Sec. 3-a. The Hsting and necessary de- 
scription of any securities, with the price 
thereof, in any sales list distributed or 
advertised by any dealer in securities shall 
be subject to the provisions of this section. 

Sec. 4. (I) In the case of a person or 
persons ‘mentioned in Sec. 6 of this act, not 
yet on a dividend paying basis, if more 
than $500 in cash, or the equivalent at par 
in the stocks or securities to be promoted. 
has been or is to be paid or issued for in- 
tangible assets or ‘property taken over by 
such person or -persons,-a subscription blank 
showing the amount of such payment or 
issue, ‘and such other information in con- 
nection therewith as'may be deemed neces- 
sary by the auditor, shall be filed with said 
auditor, and subscriptions or applications 
for said -stocks and securities shall be 
recognized by such person:or persons only 
when made upon such subscription blank 
and signed by the subscriber or applicant. 

The auditor may secure stock or securi- 
ties, issued or to be issued for property or 
intangible assets as aforesaid, to be de- 
posited in es¢row under such terms as he 
may ‘prescribe. 

(II) In the case-of stocks, the total pro- 
motion expense shall not exceed 10% of 
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par value of stock sold, and if sold at less 
than par, 10% of the selling price. 
fh the case of bonds, notes, contracts, or 
other securities, the total promotion €x- 
pense shall not exceed 5% of. par value. 
(III) The provisions of Secs. 1, 2 and 3 


of this act, shall not apply to the stocks of" 


state and Nat. Banks, Bldg. and loan 
Assocs. and Corps. not organized for 
profit; nor to other stccks and ‘securities. 
(a) When sold pursuant to the order of, 
any court; ee 
(b).When sales are confined to the old 
stockholders of the issuing company; ` 
(c) When the issue is taken ‘by, the in- 
corporators only as bona fide final holders; 
(d) When the issue is taken hy the stock- 
holders, bondholders, or incorporators’ in 
connection with a merger; = C °°" o) 
(e) When bona fide private holdings af 
promoted stocks, bonds, notes, contracts or, 
other securities are offered for sale.” ` 
(IV) All the provisions of this. Sec, 


shall apply to both speculative ang non- 


speculative securities. 

Sec. 5. The auditor shall immediately 
examine the papers submitted under’ Sec. 
1 of this act; provided, that as to any of 
the papers required to he filed under sub- 
paragraphs (c), (d) and (e) eet 
the auditor may waive same or any part 
thereof if he has on file sufficient informa- 
tion, believed by him to be reliable with 
pelercnce thereto, ` ii E 

the provisions of this act are complie 
with, the auditor ‘shall, givé abiicg te Heg 
applicant that the papers have been ‘filed, 
and notice fram the auditor of said fifing 
shall, so long as it remains unrevoked, bë 
conclusive evidence of. compliarjce with this 
act. wee ed Ya Gg tae ee 

If, from the examination of such papers, 
or of any additional information of progf, 
or by reason of the failure tp file any in- 
formation or proof required ‘as’ aforesaid, 
it shall appear that the issuance, transfer, 
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sale, promotion, negotiation or distributiorm 
of such stocks or securities, constitutes, 
or would constitute, a violation of this act, 
the auditor shall so notify such applicant 
in writing, and no such applicant or other 
person shall thereafter issue, transfer, sell, 
promote, negotiate or distribute any s 
stocks or securities or commit any overt 
act in connection therewith. 

Any person aggrieved by the decision of 
the auditor of state under this Sec., shall 
within 60 days thereafter, have the right 
to petition any court having jurisdiction, 
or the judge thereof in vacation, for a writ 
of mandamus, or for other appropriate 
remedy, provided by existing law, for the 
correction of said decision, if the same be 
erroneous or unjust, or without jurisdic- 
tion. 

Sec. 6. Any person, co-partnership, 
Assoc. or domestic Corp., or foreign Corp., 
doing business within the State of West 
Virginia, or any or all of the officers or 
agents thereof, alone or in conjunction with 
others, having devised or intending to de- 
vise any scheme or artifice to defraud any 
person or persons by securing subscrip- 
tions for, or by promoting or negotiating 
the issuance, transfer, distribution or sale 
of any stocks, bonds, notes, contracts, or 
other securities of any kind or character, 
who shall for the purpose of executing or 
attempting to execute such scheme or arifice 
commit any overt act within this State, 
shall be guilty of a felony, and upon con- 
viction thereof, shall be punished by a fine 
of not more than $5,000, or by 1mprison- 
ment in the penintentiary for not more 
than 5 years, or by both such fine and 
imprisonment, at the discretion of the court. 

Sec. 7. If any person or persons men- 
tioned in Sec. 6 of this act, with intent to 
induce the purchase of any of the securi- 
ties mentioned in Sec. 6 of this act, or of 
any real estate situate outside of this State, 
shall knowingly or recklessly make any 
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false statement, either oral or written, or 
knowingly or recklessly conceal any fact 
materially affecting the value of any such 
securities, or of such real estate, he or they 
shall be guilty of a felony, and upon con- 
viction thereof shall be punished by a fine 
of not more than $1,000, or by imprison- 
ment in the penitentiary or county jail 
for not more than 12 months, or by both 
fine and imprisonment, at the discretion of 
the court, and shall be liable in damages 
to any party who has been occasioned loss 
thereby. 

Sec. 8. Any person, whether as principal 
or agent, who shall knowingly make or 
file, or cause to be made or filed, any state- 
ment, circular, prospectus or other adver- 
tising matter required by this act, which 
is materially false, shall be guilty of a 
felony and subject to punishment as pro- 
vided in Sec. 6 hereof, 

Sec. 9. Upon request of the auditor, the 
attorney general or the prosecuting attor- 
ney having jurisdiction shall direct and 
control any prosecution for violation of 
this act. ; 

Sec. 10. No person or persons mentioned 
in Sec. 6 of this act and operating within 
the scope of Secs. 1 and 2 of this act, shall 
make any amendments to his or their 
charter, articles of incorporation, consti- 
tution, or by-laws, or any other change 
materially affecting any statement or repre- 
sentation made in his or their statement 
filed under Sec. 1 hereof, unless he or they 
first prepare and file with the auditor of 
the state, a duly verified supplemental state- 
ment, setting forth clearly and concisely all 
material facts in connection with the change, 
which said supplemental statement shall be 
subject in all respects to the provisions of 
Sec. 1 hereof in like manner as the original 

Sec. 11. Any person or persons mentioned 
in Sec. 6 of this act, and operating within 
the scope of Secs. 1 and 2 of this act, may 
appoint one or more agents, but no agent 
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shall act, or attempt.to act for or in behalf 
of his principal; until he shall have first 
registered with the auditor as such’ agent, 
and for eath registration, such person or 
persons shall pay to. said auditor a regis- 
tration fee of $2 Such régistration shall 
authorize the agent to represent such: per- 
son or persons so registering him until the 
first day of July following, unless the regis- 
tration is theretofore cancelled. and re- 
called by such person or persons, or by the 
auditor, for failure to comply with the 
provisions of this act, authority for which 
revocation or caneellation is hereby. given 
to such person or persons and to: said 
auditor. 

Sec. 12 Every. person: or persons. men- 
tioned: in Sec. 6:of. this act, and: operating 
within the scope of: Secs. tr and 2 of this 
act, shall file at the close of: business on 
June 30th of each year, and’ at sueh- other 
times asẹ may be required by: the auditor, 
a sworn statement in such: forms: as may. be 
prescribed and furnished: by the: auditor, 
setting. forth: his on thein financial condi- 
tion, the amount of assets and liabilities, 
and such- other information- ag the auditor 
may require: Every regular statement, of 
June 30th shail be accompanied by a filing 
fee of $2, and if such person- or persons 
fail; negleet. on refuse to- file His or their 
regular statement: within 15 days from. said 
date; or to- file. any other spëcial: report 
herein: provided: for within 30: days. from 
receipt of: request therefor, then the: right 
of such person’ or persons to- transact: busi- 
ness in this, State shall, be: deemed: to: be in’ 
abeyance- during. the continuance: of: such- 
delinquency: 

Sec. 13. The.-auditor shall: have: general 
supervision, and: control: over any person dr 
persons. méntioned, in- Seb. 6' of. this act, 
residing, or doing, business: in. this: Steate, 
engaged in securing: subscrigtions for, or 
in the issuance, transfer, sale, promotion; 
negotiation. or distribution: of any spbeu-. 
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lative securities, and every such person or 
persons shall be subject to examination by 
said auditor, or by his duly authorized 
deputies, at any time he may deem it ad- 
visable. The rights, powers and privileges 
of the auditor in making such examinations 
shall be the same as now provided with 
reference to the examination of insurance 
companies by the Ins. Com, and such 
person or persons shall pay the expense of 
such examination, and their failure or re- 
fusal to pay upon the demand of the 
auditor shall work a forfeiture of their 
right to do business in the State. 

Sec. 14. ‘Any person or persons mentioned 
in Sec. 6 of this act shall keep proper 
records and books of accounts in a business 
like and intelligent manner, which shall 
be open to the inspection of stockholders 
and investors in their stocks or securities. 

Sec. 15. Whenever it shall appear to the 
auditor that any person or persons who 
have complied with the provisions of this 
act are insolvent, or are conducting their 
business in such manner as to jeopardize 
the interests of creditors or investors, or 
whenever they shall fail, neglect or refuse 
to file any circulars, papers, statements, 
prospectuses, documents or other adver- 
tising matter or reports, or to pay any of 
the fees required or provided for by this 
act, without satisfactory reason therefor, 
the auditor may report the facts to the 
attorney general, or to the prosecuting at- 
torney having jurisdictton, who shail at 
once make an investigation of the case 
‘and institute such proceedings in law or in 
equity in the name of the state, in any 
circuit court having jurisdiction as may be 
appropriate to enforce the provisions of 
this act, and to protect the interests of 
stock and bond holders and other creditors 
and investors. The jurisdiction of the cir-. 
cuit court shall extend to the enforcement 
of any proper remedy now existing for 
the protection of any creditor, stockholder, 
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bondholder, or other person beneficially 
interested, and the smt, action or pro- 
ceeding may be brought m any county in 
which any one or more of the parties reside, 
or in Kanawha county. 

Sac. 06. Should the courts of this State 
declare any Sec. or provision of this act, 
unconstitutional or unauthorized, or in con- 
flict with amy other Secs. or provisions of 
this act, then such decision shall affect 
only the Sec. or provision so declared to 
be tnconstitutional or wnauthorized, and 
shall not affect any other Serc. or part of 
this act. 

Sec. 17. All Corps., Cos., Assocs., part- 
merships and imdividuals now holding the 
statement or license of the auditor, under 
Chap. 15, acts 1013, shall be deemed to 
have complied with the provisions of this 


act. 

Sec. 28. AM expenses and fees herein 
provided for shall be collected by the said 
auditor and shall be accounted for and 
turned into the state treasury, and the 
amount of the expenses and fees so turned 
into the state treasury are hereby re-appro- 
priated to the said auditor for the pur- 
‘pose ‘and in an amount sufficient to pay 
‘the cost and expense of carrying this act 
mto ‘effect; and the :said auditor ds hereby 
authorized to .appoint .an .additional clerk, 
tf the same shall be found by him to be 
actually and absolutely necessary to carry 
this act into fuill forse and effect. All 
‘money actually and necessarily paid aut, or 
expenses incurred by the said auditor or 
any clerk under his direction, under this 
act, shall be ‚paid by the state treasurer 
out of such sums :for ‘expenses and fees 
received ‘under this act, upon the state 
auditor's warrants, ito be ‘issued upon 
vouchers containing ‘an itemized -account 
of the salaries or expenses for which the 
same are issued. 

All ‘expenses and fees which have been 
collected by the auditor ‘under the provi- 
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sions of Chap. 15 of the acts of 1913, and 
now remaining in the state treasury, are 
hereby appropriated to the said auditor 
for the purposes of this act. 

Sec. 19. “ Person or persons” as used 
in this act, shall include any person, co- 
partnership, Assoc., domestic corps. or for- 
eign corporation. 

Sec. 20. Any person or persons, violating 
any of the provisions of the preceding secs. 
of this act, for which no specific penalty 
is provided, shall be fined not more than 
$500., or imprisoned in the county jail for 
not more than 30 days, or both at the dis- 
cretion of the court. 

Sec. 21. Chap. 15 of the acts of 1913 
and all acts and parts of acts in conflict 
herewith are hereby repealed. 
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Laws.of 1919, Chapter 674. 


Sec. I. Sections 1753—48 to 1753—53, in- 
clusive, of the statutes are repealed. 

Sec. 2. 21 new sections are added to 
the statutes to read: Sec. 1753—48. As 
used in Secs. 1753—48 to 1753—68, in- 
clusive, the following words shall ‘be un- 
derstood in the sense herein set forth and 
defined. 

(a) “Commission” means the railroad 
commission of Wisconsin; 

(b) “ Company” means and includes all 
domestic and foreign private Corps., As- 
socs., joint stock Cos., partnerships, trusts, 
common law Cos. or any other form or 
.organization organized, or proposed to be 
organized, or which shall hereafter be or- 
ganized, whether incorporated or unincor- 
porated, which directly or mdirectly in this 
state is engaged in selling or offering for 
sale stock, bonds or other evidences of title 
to or interest in or lien upon any or all 
of its property or profits; or whose stocks, 
bonds or other securities are offered for 
sale in this state; 

(c) “Security” or “ securittes” means 
and includes any bonds, stocks, notes or 
other obligations or evidences of indebted- 
rress or of tithe which constitutes evidence 
of, or fs secured by, title to, mterest in or 
lien upon any or all of the property or 
profits of such company; 

(d) “Broker” means and includes every 
person, firm or Corp., other than an agent, 
who in this state engages either wholly 
or in part in the business of seling, offer- 
ing for sale, negotiating for the sale of, 
or otherwise dealing in any security or se- 
curities issued by others, or of underwrit- 
ing any issue of securities, or of parchas- 
mg or otherwise acquiring such securities 
for another for compensation or of pur- 
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chasing or otherwise acquiring such secu- 
rities with the purpose of reselling them, or 
of offering them for sale to the public for 
a Com. or at a profit; 

(e) “Agent” means and includes every 
person employed or appointed by a Co. 
or a broker, directly or indirectly, who in 
this state either as an employe or other- 
wise, for a compensation. or as a partici- 
pant in any compensation, sells, offers for 
sale, negotiates for the sale of, or takes 
subscriptions for any security for the sale 
of which a permit has been issued under 
the provisions of Secs. 1753—50 to 1753—53, 
inclusive. 

(f) “Sale” means and includes every 
disposition of a security which may be 
made for value, and any securities given 
or delivered with, or as a bonus on ac- 
count of any purchase of securities or any 
other thing shall be conclusively presumed 
to constitute a part of the subject of such 
purchase and to have been sold for value. 

Sec. 1753—49. 1. The provisions of 
Secs. 1753—48 to 1753—68, inclusive, shall 
not apply to: 

(a) Securities of the U. S. or any foreign 
government, or of any state or territory 
thereof, or of any county, city, township, 
village, district, or other political or taxing 
subdivision of any state or territory of the 
U. S. or any foreign government; 

(b) Commercial paper or evidence of 
debt maturing not more than 2 years from 
the date thereof; 

(c) Securities of Corps. operating R.R.’s 
or public utilities, the issue of whose se- 
curities is regulated by the Com., or by a 
R.R. or public service Com., board or 
similar body of any state or territory of 
the U. S., or securities senior thereto; 

(d) Securities listed upon the New 
York, Boston or Chicago stock exchange 
pursuant to official authorization by such 
exchange, and securities senior to any se- 
curities so listed; 
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(e) Securities issued by or sold by or to 
any bank, Tr. Co. or building and loan 
Assoc. organized under the laws of this 
state or issued by or sold by or to any 
Nat. bank or other Corps. organized and 
existing by virtue of the acts of Congress 
of the U. S.; 

(f) The securities of any Corp. organ- 
ized under the laws of this state without 
capital stock or exclusively for educational, 
fraternal, benevolent, charitable, or re- 
formatory purposes; 

(g) To the sale of notes secured by 
Mtgs. upon real or personal property where 
the entire Mtg. is sold and transferred with 
the note; 

(h) Securities of any Corp. organized 
under the laws of this state whose author- 
ized capital stock added to its other out- 
standing securities shall not exceed $25,000; 

(i) The distribution by a Corp. of in- 
creased capital stock distributed by the 
Corp. to its stockholders as a stock dividend 
paid out of surplus; 

(j) The sale of any securities by the 
owner thereof for the owner’s account, ex- 
clusively, such sale not being made in the 
course of continued or repeated transac- 
tions of a similar nature by the owner 
thereof and such owner not being the un- 
derwriter of such securities ; 

(k) To any judicial, executor’s, admin- 
istrator’s or guardian’s sale or to any sale 
by a receiver or trustee in insolvency or 
bankrupicy ; 

(1) To the sale by a pledge holder sell- 
ing in good faith and not for the purpose 
of avoiding the provisions of this act and 
in the ordinary course of business a se- 
curity pledged with him as security for a 
bona fide debt; 

(m) To the sale by a Co. of its stock 
for a delinquent assessment made in ac- 
cordance with the provisions of law. 

(n) Securities issued by co-operative 
associations organized under the provisions 
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of Secs. 178%e—rz to 178e—17, inclusive, 
where such co-operative associations are 
organized for the purpose of conducting 
any agricultural, dairy, mercantile, manu- 
facturing or mechanical business on the co- 
operative plan; 

(o) The original sale of its securities by 
any Wisconsin Corp., the organization ex- 
penses of which including commissions on 
the sale of such securities do not exceed 
$2,000. 

2. All securities not mentioned or de- 
scribed in Subsec. 1 of this Sec. are divided 
into 2 classes, as follows: 

(a) Securities based on established values 
or income, which shall be known as securi- 
ties in class A. Securities in class A shall 
comprise the following: 

Securities issued by a person, Corp., firm, 
trust, partnership or Assoc. owning a prop- 
erty, business or industry, which property, 
business or industry has been in continu- 
ous operation not less than 2 years and 
which has shown net profits for the 2 fiscal 
years immediately preceding the application 
for a permit, exclusive of all prior charges, 
as follows: 

(1) In the case of interest bearing se- 
curities not less than 11⁄4 times the annual 
interest charge upon all such and other 
outstanding interest bearing obligations ; 

(2) In the case of preferred stock not 
less than 1% times the annual dividend on 
all such and other outstanding preferred 
stock; 

(3) In the case of common stock not 
less than 3% per annum upon all such 
and other outstanding common stock. In 
the case of stock having no par value, 
such percentage shall be computed at its 
proposed sale value or price; 

(4) Notes or bonds secured by Mtg. on 
real estate or leasehold where the total 
amount of such securities together with 
prior encumbrances does not exceed 60% 
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of the fair market value of such mortgaged 
property. 

(b) Securities based on prospective in- 
come which shall be known as securities in 
class B. All securities not included in Sub- 
sec. I or in paragraph (a) of Subsec. 2 
of this Sec. shall be known as securities 
in class B 

Sec. 1753—50. 1. No Co. directly or 
through an agent or broker shall in this 
state sell or offer for sale, negotiate for 
the sale of, take subscriptions for, or ex- 
change for property any security of its 
own issue until it shall first have applied 
for and secured from the Com. a permit 
authorizing it so to do; and no broker shall 
in this state sell, offer for sale, negotiate 
for the sale of, take subscriptions for or 
exchange for property any security for 
the sale of which a permit has not there- 
tofore been issued, until such broker shall 
have first applied for and secured from 
the Co. a permit authorizing the sale of 
such security. 

2. The application to secure such permit 
shall be in writing and shall be verified and 
filed in the office of the Com. Such appli- 
cation shall state all of the facts required 
by paragraph (a) of this Sec. and such 
other facts, including facts referred to in 
Bar ern (b), as the Com. may require. 

(a) The names and addresses of the 
officers of the Co. and the location of its 
office; an income account if the Co. shall 
have been i in operation prior to the making 
of the application, a statement of the Co.’s 
assets and liabilities, together with an ex- 
planation of each item, and a detailed state- 
ment of the plan upon which the Co. pro- 
poses to transact business. 

(b) A copy of any security the Co. pro- 
poses to issue and of any contract it pro- 
poses to make concerning the issuance of 
its securities and of any prospectus, pam- 
phiet or advertising matter proposed to be 
used in connection with the sale of the 
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Co.'s securities and such additional in- 
formation concerning the Co. or tts pro- 
moters as the Com. may require; an in- 
ventory to be accompanied by an appraise- 
ment made by a qualfied person or per- 
sons showing the value of the assets de- 
scribed’ in such inventory, the person or 
persons making such appraisement to state 
m such appraisement the character and 
nature of their experience and qualifica- 
tions to value such property and all other 
facts and considerations on the basis of 
which their estimate of value is predicated, 
such appraisement to be verified by the 
oath of the person or persons making the 
same, the amount and nature of the pur- 
chase price of securities issued for any 
patent right, copyright, trademark, process 
or good will, or for promotion fees or ex- 
penses or for other intangible assets. 

3. If the Co. is a partnership or an un- 
mcorporated Assoc., trust or joint stock 
Co. there shall be filed with the applica- 
tion a copy of its articles of partnership 
or Assoc. or any other papers pertaining 
to its organization which may be required 
by the Com. If the Co. is a trustee, there 
shall be filed with the application a copy of 
all instruments hy which the trust is 
created and in which it is accepted. ac- 
knowledged or declared. If the applicant 
being a Co. is a Corp. or Assoc. organized 
under the laws of any other state, terri- 
tory or government, it shali file with its 
application a certificate executed by the 
proper officer of such state, territory or 
government not more than 30 days before 
the filing of such application. showing that 
such applicant is authorized to transact / 
business in such state, territory or govern- 
ment and also a certificate of the Sec. of 
state of the state of Wis. to the effect 
that such foreign Corp. has complied with 
the provisions of Sec. 1770b, or if not a 
Corp.. its written instrument in such form 
as the Com. may require irrevocably ap- 
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pointing the Sec. or Asst. Sec. of the Com., 
and his successor in office, its true and 
lawful attorney upon whom all processes 
im any action or proceeding against it may 
be served. 

SEC. 1753—51. 1. Upon the filing of such 
application, the Com. shall examine the 
same and the other papers and docu- 
ments filed therewith and it may, if deemed 
advisable, make or have made a detailed 
examination, inspection, audit or investiga- 
tion of the affairs of the Co. issuing the 
security for the sale of which a permit is 
sought, the expense thereof to be borne 
by the applicant. If it appears to the Com. 
that the proposed plan of business of the 
Co. issuing the securities is not unlawful, 
unfair, unjust or inequitable and that the 
Co. intends to fairly and honestly transact 
its business and that the securities which it 
is proposed to issue or sell, and the methods 
to be used in the issuing or sale of such 
securities, and the amount of Commissions 
to be paid on such issue or sale are not 
such as in the opinion of the Com. will 
work a fraud upon the purchaser thereof, 
the Com. upon payment of the fee as here- 
inafter provided and of any examination or 
inspection fees incurred, shall issue a writ- 
ten permit in such form as may be pre- 
scribed by the Com. authorizing the sale 
of such securities as therein provided in 
such amomnts and for such considerations 
and upon stich terms and conditions as the 
Com. may in said permit provide. Other- 
w'se the Cotn. shall deny the application 
and refuse such permit and notify the ap- 
plicant in writing of its decision. 

2. Every such permit shall recite in bold 
tvpe that the issuance thereof is permissive 
ontvy and does not constitute a recom- 
mendatt-n or endorsement of the security 
permitte! to be sold and that neither the 
state of Wis. nor any officer of the state 
assumes any responsibility in connection 
with the sale of any such securittes. 
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3. The Com. may impose such conditions 
as may be deemed necessary to the issu- 
ance and sale of such securities, and shall 
have the power to establish such rules and 
regulations as may be reasonable or neces- 
sary to insure the disposition of the pro- 
ceeds from the sale of such securities in 
the manner and for the purposes provided 
in such permit, and may, from time to time, 
for cause, amend, alter, revoke or tempora- 
rily suspend the rights of the applicant 
under such permit. 

4. In carrying out the provisions of 
Sec. 1753—48 to Sec. 1753—68, inclusive, the 
Com. may hold such public hearings at 
such time and place and upon such reason- 
able notice as the Com. may fix and may 
establish its rules governing the administra- 
tion of the provisions of said sections. 

Sec. 1753—52. 1. No person, firm or 
Corp. shall act as a broker until such per- 
son, firm or Corp. shall have first applied 
for and secured from the Com. a certificate 
authorizing such person, firm or Corp. to 
act as a broker. Every such certificate 
shall expire on the 31st day of Dec. next 
after its issuance unless sooner revoked. 
Such certificate shall authorize the appli- 
cant to act as broker of securities, a per- 
mit for the sale of which has been issued 
under the provisions of Secs. 1753—sSo and 
1753—5!1 and all such other securities as 
shall from time to time be authorized to 
be sold under the provisions of said sec- 
tions. To secure such certificate the appli- 
cant shall make and file in the office of 
the Com. an application in writing. verified 
by or on behalf of the applicant, in which 
applicant shall set forth in addition to such 
other information as may be required by 
the Com.: 

(a) The name and address of the appli- 
cant and, if it be a Corp., Assoc. or joint 
stock Co., the name and address of each 
of its managing officers and directors and, 
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if it be a partnership, the name and ad- 
dress of each of the partners; 

(b) A statement of facts showing the 
previous business history of the applicant 
and of its managing officers and directors, 
if it be a Corp., or of its members, if it 
be a partnership, in such detail as may be 
required by the Com. and also showing the 
general plan and character.of the business 
of applicant; - 

(c) If the applicant is a Corp. organized 
under the laws of any other state, territory 
‘or government, it shall file with its appli- 
cation a certificate executed by the proper 
officer of this: state, showing that‘such a 
plicant is authorized to transact business in 
state, and, if not a Corp., it shall file, in 
such form as the Com. may prescribe, its 
written instrument irrevocably appointing 
the Sec. or Asst. Sec. of the Com., and 
his successor in office its true and lawful 
attorney ‘upon whom all process in any 
action or proceeding against it arising out 
of the sales or attempted sale of securities 
within this state may be served with the 
same effect as if said Assoc. were organized 
or created under the laws of this state. 

2. Upon the filing of such application, it 
shall be the duty of the Com. to examine 
it and the other papers and documents filed 
therewith, and the Com. may, if deemed 
advisable, make or havé madea detailed 
examination and inquiry into the business 
and affairs of the applicant. If, from such 
examination, the Com. shall be ‘shtisfied of 
the good business reputation of the appli- 
cant and of its officers or members, if any, 
and that the general business methods of 
the applicant are fair and equitable, upon 
payment of the fee as hereinafter provided, 
the Com. shall issue-a certificate as here- 
inbefore provided; otherwise it shall refuse 
the same and deny the application and 
notify the applicant of: its: decision. : The 
Com. may at any time revoke any broker’s 
or agent's certificate if it be’ found:that the 
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holder thereof as .vattated: any: provision 
of Sec. 1753—-aBite S inclubdve; has 
been guilty of ‘misrepresentation . toc the 
Com. in its : application: bas -made . any 
false statements: to or has. concealed any 
essential facts from-any person in the: sale 
of any security! tol suck person; orbas en- 
gaved, oris ablaubto engage;:in. eny framt- 
went cransachon:: Tke Com. may at: any 
time suspend or revoke the -autherity. of 
any broker or agest to. seik. amy \spacified 
security if: it: be found: (1) thät-any pro- 
vision :of this act ‘has beer or: te) :beisg 
violated. ín the sale thereof, of: (2)- that 
further sales of such seourity will, im the 
opinion of the Cem; be-nniawful, unfair, 
unjust, or inequitable.: or work a 

upon. the purchaser-ther eof. 

3, No person shalt act:as: an ‘agent ante 
there -shall have. beee: issued to bim -by 
the. Com: a certifieate authorizing him - to 
act as an agent‘‘of some Co.::or brøker 
named therein.: Every such certificate: stall 
expire onthe 31st day of ‘Dee: afteh its 
issuance, unless sooner revoleid: Sank 
certificate shall be. issued::by the Cetm upon 
the. ‘application. of any ‘Co. or. breier and 
the: payment- of. a fee: of: $gn0;.for each 
such certificate issued. `- 

SEC.: 1756-753.  1..Ne:gersom, frm: co- 
partnership, Assoc. or ‘Corp.:..shall . assare; 
circnlate - or: publish! any , adwertisament, 
pamphi¢t,: prospectas:or cironlar, ‘or make 
any representation concerning any senufsty 
in class B to be issued or: sold! by- any 
company: that. such person, fitm, capartner> 
ship, :Assog:: or::Corp. debtres: or prapases 
to. sell, unti! the: Com. ‘has issued a permit 
authorizing the sale of such secnrity; nor 
shall any Co.; broker or agent or any other 
person issue, ciroulate or publish any ad- 
vertisement, pamphlet, prospectus -or cir- 
cular,- or make any representation cosicenn- 
ing any securities im class: Bisold on offered 
for sale by it tmless the name of. the Co., 
broker; agent or person issting, circulating 
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on polishing» tharsame- skall,b 
thereto anda trum copy: ther hereof snl ave 
henr faste filed: inrthe ofice: of 
nescshaibanyrsnein Cau broker,- ‘or aoe or 
any other person tssue, circulate or.; pyb- 
lish any suth, advertisement, pamphlet, 
peaspestitn an carcular; after nojice in 
writmg: given toit: by: the. Gam, that the 
saree contains::any, statement that is. false 
or- misleading: ar othamvise. likely to, de- 
enive: the anbdlic. 

-2::- No: Co., broker: or agent:shall publish 
emcause.to.be: published or insert or cause 
to-be-inserted: any- notice .on: advertisement 
im any newspaper. osr- other publication of 
sental circulation in this state. offering 
for:salwany securitiesiim class B,.a permit 
for the: saky of whieh-: is. reanired ‘by. Secs, 
I793-~48 tœ 1753-=68, inclusive, without 
furnishing the: publisher. of such newspaper 
or other ‘publication. at the time ‘of . sub- 
nvittme the copy of such advertisement. a 
certificate showing. ‘that the original cop 
of such advertisement: or notice is on file 
in the office of the Com. Every such 
notice or .advertisement. shall inchide ‘in 
Dold faced type the Statement: '¢ Securi- 
ties “in Glass B under the Wis. securities 
law. These are speculgtive ‘securities.’ 

cigs EC 1759734 ‘Every Co. and every 

rized by ‘the Com. ' ‘to selt se- 
aprii shall thereafter, at such times 4$ 
may ‘be required “by: the Com, make ‘and 
file inthe office of the Com. a report Set 
ting forth in syeh form as ‘may .be pre- 
scribed, the securities sold by it under ‘the 
authority of any permit issued‘ by the Com. 
and such other information copcernisg the 
business, property er affairs of such (Co. 


or:broker.as the: Gem. may: require, and. nd 


Co. shall transact, or offer to't neach, any 

business within the state after. here shall 

take effect any change in its artigles a 

organization, by-laws, pian of doing :busi- 

ness, ar aay change in ‘the form of its 
Ih 
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applications or other contracts before in- 
formation concerning the same shall have 
been filed with the Com. and its approval 
of such changes or modifications been 
granted. 

Sec. 1753—*5. 1. No person, for the 
purpose of organizing or promoting any 
Co., or promoting the sale of securities of 
any Co. by it after organization, as prin- 
cipal or broker or agent, shall sell or agree 
or attempt to sell within this state any se- 
curities in such Co. unless the contract of 
subscription or of sale shall be in writing 
and a copy thereof be delivered to the 
purchaser and contain a provision in the 
following language: 

(a) “No sum shall be used for Com., 
promotion and organization expenses on 
account for any share of stock or any 
bond or other security in this Co. in 
EXCESS: Of 6 ico Foe sckwce (insert percentage) 
per cent of the amount actually paid up 
on separate subscriptions for such securi- 
ties, and the remainder of such payments 
shall be held or invested as authorized by 
the law governing such company and held 
by the organizers (or trustees as the case 
may be), and the directors and officers of 
such Co. after organization as bailees for 
the subscriber, to be used only in the con- 
duct of the business for which such Co. 
is organized. THE PERMIT OF THE 
R. R. COM. OF WIS. FOR THE SALE 
OF SECURITIES UNDER SEC. 1753—48 
TO SEC. 1753—68, INC., IS PERMIS- 
SIVE ONLY AND DOES NOT CON- 
STITUTE A RECOMMENDATION OR 
ENDORSEMENT OF SUCH SECURITY 
BY THE R. R. COM. OF WIS. DE- 
.TAILED INFORMATION RELATING 
TO THESE SECURITIES IS ON FILE 
WITH THE R. R. COM. OF WIS AND 
AVAILABLE TO ANY ONE DESIR- 
ING ACCESS THERETO.” If the secu- 
rity is included within class B there shall 
also be contained in said contract of sub- 
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scription or sate ‘in’ bald fared type >the 
additional ' statement:: “THESE. ARE 
SPECULATIVE SECURITIES.” - 

2. Funds and securtties ‘held by. ‘such ‘ory. 
ganizers, : trustees, directors ior offrers as 
bailees shall be deposited “with: a bank or 
Tr. Co: of this state mtib-:snchr Co. shall 
begm: to condwet the busmess ‘for -whieh 
it is: organized. . 

32- AHi findings, . dnia orders’ and 
regulations ‘of :the-Com. shall be mi:force 
and .shall :be: prima: face lawful: amd aH 
ruis: and:i reguiationn : -presembed by-;the 
Com. :shalt be in -force and shall bè printa 
facie :reasonable ‘until Anahy: found ‘othe 
wasevin- am action. brought for that purpose 
pursuant to the provierons of Ser .1753+- ih 

Sem. 1753-—-5é Every arder, decision, pec- 
mit or other officiat. act of the-Com.ishall 
be: subject’ to: :-veview and any party -agy 
griewed: ‘by any such sorder, eia, perm 
mit or; offielal act may: ampeal:: therefrom 
to the circnit conrt'of Dane:county, m the 
manner :and subject to the Hmitations -pre+ 
scribed by: Segs. . 1797—16- to 1997-17; ine 
chistve, except ther the -provisions of. para» 
graphs (b) and -(c) of Sec. "1797-16: ae 
not ‘apply to: mech appeak - 

Sze. 1753--57:: The sale of ‘every: Sasi 
issued: bpi any Go.” without: acpersstti:o€ 
the- Com. authorizimg the: same : thence ‘ni 
effect, shall: be. BEEE and the sale of everx 
security issued by any Co; with the: ae 
thorizatapn of the Cam. bot: not jn: con 
Farnaty: with. the provisions, :sh-amyy: which 
ave required by the Com:; shall: be void::: 

See 3753-58, It.. Any Ge. which. ‘sini, 
dinecthy or indirectty, -sel -orocoffer:-for: sate . 
or cause tabe ‘soldcor ‘offered for:sale any 
secunity contrary ‘to the provisions of Sees: 
1753—48 to°??753--68, inc., or -m non-cons 
formity: with -its representations. made to 
the Com.. in securing: its permit; ‘or: coni 
trary +o any order-of the Comm; or:avhach 
applies the proceeds from:tho.'sale of ‘such 
secufities or atv part thereof to any pur- 
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pose other than the purpose or purposes 
specified in procuring its permit from the 
Com., or applies any greater or different 
amount than that specified to the payment 
of Com., shail be punishable by a fine not 
exceeding $10,000. 

2. Every officer, agent or employe of any 
Co., and any broker, and every other per- 
son who knowingly authorizes, directs or 
aids in the issue or sale of, or issues or 
executes or sells, or causes or assists m 
causing to be issued, executed or sold, any 
security in non-conformity with a permit 
of the Com. then in effect authorizing suck 
issue, or contrary to the provisions of Sec. 
1753—48 to 1753—68, inc., or to any order 
of the Com., or who, in any application 
to the Com., or in any proceeding before 
it, or in any examination, audit or in- 
vestigation made by it or on its authority, 
knowingly makes any false statement or 
representation or who, with knowledge of 
its falsity, files or causes to be filed in 
the office of the Com. any false statement 
er representation’ concerning such broker 
er Co..or the property which it then holds 
or proposes: to acquire or concerning its 
officers or its financial condition or other 
affairs,.or conéerning its proposed plan of 
business, or who, with knowledge of the 
falsity of any such statement or represen- 
tation, isstfes, executes or sells, or causes 
to be issued, executed or sold, any security 
of the Co. concerning which the false state- 
ment was made to the Com., or who di- 
rectly or indirectly, knowingly applies. or 
causes or assists in causing to be applied, 
the proceeds or any part thereof from the 
sale of any security to any purpose con- 
trary to the directions of the Com. or to 
any purpose snecified in excess of the 
amount limited in its permit to be used 
for such purposes, or who, with knowledge 
that any security has been issued or exe- 
cuted in violation of any of the provisions 
of Secs. 1753—48 to 1753—68, inc., sells or 
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offers the same for sale, or who, with 
knowledge that any advertisement, pam- 
phlet, prospectus or circular concerning any 
security contains any statement that is 
false or misleading or otherwise likely to 
deceive a reader thereof, issues, circulates 
or publishes the same, or shall cause the 
same to be issued, circulated or published, 
or who, in any other respect, wilfully vio- 
lates or fails to comply with any of the 
provisions of Secs. 1753—48 to 1753—68, 
inc., or who, in any other respect, wil- 
fully violates or fails, omits or neglects to 
obey, observe or comply with any order, 
permit, decision, demand or requirement, 
or any part or provision thereof, of the 
Com. under the provisions of said Secs. 
shall be punished by imprisonment in the 
state prison not exceeding § years, or in a 
county jail not exceeding one year, or by 
a fine not exceeding $5,000, or by both such 
fine and imprisonment. 

Sec. 1753—59. Upon request of the Com. 
the attorney-general or the district attor- 
ney of any county shall aid in any investi- 
gations provided for, and in all trials and 
proceedings had under the provisions of 
Secs. 1753—48 to 1753—68, inc., and shall 
institute and prosecute any action or pro- 
ceeding for the enforcement thereof... _ 

SEC. 1753—60. In‘any action or proceed- 
ing commenced or prosecuted in this state 
against any Co. or broker which shall have 
appointed the Sec. or Asst. Sec. of the 
Com. its attorney, and in any action or 
proceeding commenced or prosecuted in 
this state, arising out of or founded upon 
the actual fraud of any Co. or broker 
which shall have appointed the Sec. or 
Asst. Sec. of the Com. its attorney, service 
of process may be made upon such Sec., 
who shall forthwith forward by mail, pos- 
tage prepaid, to the person designated bv 
such Co. or broker in an instrument in 
writing filed with the Com., at the address 
stated in such instrument, or, if no such 
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at‘on has been made, to the Sec. of 

Co. or broker at its last known post- 
ofice address, a copy of such process; 
thereupon, service of such process upon 
such Co. or broker shall be deemed to be 
complete and to be personal service upon 
such Co. or. broker, with the same effect 
as if said Co. or broker were organized or 
incorporated under the laws of this state 
and had been lawfully served with pracess 
therein. The certificate of the Com. under 
jts official seal, of such service, shall be 
competent and sufficient proof thereof. 

Sec. 1753—61. 1. The Com. shall charge 
and collect from each broker filing the 
Statement required by Sg 1753—52 the 
sum of $25 as a filmg fee, which shall be 
returned to. fhe applicamt-if his applicatian 
is denied. 

2. The Com. shall charge and collect 
from each applicant filing the statements 
required by Secs. 1753—50 and 1753—51 a 

fee.of $10 plus the sum of $1 per 
thousand for each thousand dollars par 
value of securities permitted to be offered 
for sake m the state of Wis. by such 
applicant. 

3 If any such securities shall have no 
par value, the price at which such appli- 

cant pnoposes to issue or sell the same:shall 

be deemed the par value for the purpose 
of comentiog: the. fee to be paid by . such 
applicant. p- 

SEC. 1753—&. r. All fees charged ‘aad 
collected under the provisions of Secs. 
1753—48 to 1753—68, inc, and all sums 
collected from companies or brokers to 
cover the cast of examination or inspec- 
tions, shall be paid, accompanied ‘by a de- 
tailed statement thereof into -the treasury 
of the state to the credit of the fund to 
be known 2s the “Securities Regulation 
Fund,” which fund is hereby created. 

2..All moneys which shall be paid into 
the ‘state treasury and credited to .the 
“ Securities Regulation Fund” are hereby 
appropriated to’ be used by the Com. in 
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carrying out the provisions of Secs. 1753— 
48 to 1753—68, inc.; and the Sec. of state 
shall draw his warrant on said fund from 
time to time in favor of the Com. for the 
amounts expended under its direction, and 
the treasurer shall pay the same. The 
Com. may, with the consent of the state 
treasurer, withdraw from said fund a sum 
not exceeding $1,000, to be used as revoly- 
ing fund where cash advances are neces- 
sary. The Com. shall account for the sum 
withdrawn from said revolving fund at any 
time upon demand of the state treasurer. 

SEC. 1753—63. 1. The Com. may execute 
in duplicate any order, finding, certificate, 
or permit issued by it, and each of such 
parts shall be deemed to be an original. 
An original of every such order, finding, 
certificate or permit shall be retained and 
preserved by it in its office. Copies of all 
documents, orders, and permits made, exe- 
cuted, or issued by the Com., and of all 
papers filed in its office, when certified b 
the Sec. of the Com. under its official sea 
shall be received in evidence in all cases 
in like manner and with the same effect 
as the originals. 

2. Every official report made by the Com. 
and every report, duly certified, made to 
it by any deputy, clerk, or other person 
employed by it, of any examination. audit, 
or investigation made by him or under his 
direction, and copies of such reports, cer- 
tified by the Sec. of the Com., shall be 
prima facie evidence of the fact therein 
stated for all purpose in any action or 
proceeding wherein any Co., broker, agent 
or the Com. is a party. 

SEC. 1753—64. Neither Secs. 1753—48 to 

1753—68, inc., nor any provision thereof 
shall be deemed to prohibit subscriptions 
for shares of a Corp. made prior to the 
incorporation thereof, but such subscription 
shall be deemed to have been made and 
accepted upon the conditions that such 
Corp., when incorporated, shall with rea- 
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sonable diligence apply for and seture from 
the Com. a permit authorizing the sale of 
the shares so substribed for, if accordance 
with such subscriptions. The incorpotators 
named or to be named in the Arts. of fn- í 
corp. may, in the name òf afid on behalf 
of the Corp., present an application to the 
Com. as provided in Secs. t753—48 to 
1753—68, inclusive. 
_ Sec. 1753—65. Ankually on of before 
the first day of Dec., the Com. shall pre- 
pare and file in the office of the govemor 
a report containing añ acturate review of 
the work of the Com. in the administta- 
tion of Secs. 1783—a8 to 1753—68, inc., for 
the fiscal year ending June goth preceding 
the date of Such report, and which shall 
contain à schedule of all applications for 
permits to sell setarities in the State, a 
schedule of the petmits granted, a schedule 
of the applications tejetted, and of any 
permits cancelled of revoked, and a státe- 
ment of the receipts and disbursements of 
the Com., and ‘such othet material infotma- 
tion as relates to the work of the office. 
Sec, 176366. The Corm. may fror time 
to time issue in pamphlet form or by news- 
paper advertising or otherwise, informa- 
Hon regarding offerings it considers fravd- 
utent offered by petsofis of parties within 
ot without the jurisdiction of this state for 
sale to patties within te state by maif, 
advertisement, ih petson or otherwise. 
Sic. 1753-07. No Co., broket ot agent, 
or any other person shall in any form make 
or publish any répresentation, statement of 
advertisement that any securities of any 
Co. subject to the provistons of Sees. 1753—~ 
48 to 1953-68, înc., are or have beet in any 
manier approved of endorsed by the R. R. 


oth. 

Src. 1453-68. Nefther Secs. 1753—48 to 
1753+/68, ïnt, hor ahy provision hereof 
shall apply to or be cofrstrued as a Yegula- 

of commerce with foreign ‘natighs or 
among the several states, except in so far 
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as the same may be permitted under the 
provisions of the constitution and the acts 
of the Congress of the U. S. 

Sec. 3. This act shall take effect August 
I, I9IQ. 
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SECTION 1. The term “securities” as 
used in this act shall shall be taken to 
mean stock C’t’f’s, shares, bonds, debentures, 
C’t’f’s of participation, contracts, or other 
instruments in the nature thereof by what- 
soever name known or called. The term 
“ speculative securities ” as used in this act 
shall be taken to mean and include: 

1. All securities to promote or induce the 
sale of which profit, gain or advantage un- 
usual in the ordinary course of legitimate 
business is in any way advertised or 
promised; 

2. All securities for promoting the sale 
of which a Com. of more than 5% is 
offered or paid; 
` 3. All securities into the specified par 
value of which the element of chance or 
hazard of speculative profit or possible loss 
equal or predominate over the elements of 
reasonable certainty, safety and invest- 
ment; 

4. All securities the value of which ma- 
terially depends on proposed or promised 
future promotion or development rather 
than on present tangible assets and con- 
ditions; 

5. The securities of any enterprise, Asso., 
partnership or Corp. which has included or 
proposes to include in its assets as a ma- 
terial part thereof, patents, formulae, good 
will, promotion or intangible assets, or 
which has issued or proposes to issue a 
material part of its securities in payment 
for patents, formulae, good will, promotion 
or intangible assets. The term “ speculative 
enterprise” as used in this act shall be 
taken to mean any business, undertaking, 
project, venture or activity for the promo- 
tion or furtherance of which “ speculative 
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securities” as herein defined, are made, 
issued, sold or offered for sale. 

Sec. 2. It shall be hereafter unlawful 
for any person, co-partnership, Asso. or 
Corp., hereinafter called. the promoter, 
either as principal or through brokers or 
agents, or as brokers or agents, to sell or 
offer for sale, or by mearrs of any adver- 
tisements, circulars or prospectus, or by 
any other form of public offering; to at- 
tempt to promote the sale of:any speculative 
securities in this State, unless there shalf 
first have been filed with the State Ex- 
aminer and with the county clerk of: each 
county in which such speculative securities: 
shall be sold or offered for sale: 

1: A copy of the securities so to be pro- 
moted ; 

2. A statement in substantial detail of 
the assets and liabilities of the person or 
Co. making and. issuing such securities and ! 
of any person or Co. guaranteeing the: | 
same, including specifically the total amount 
of such securities and of any securities 
prior thereto in Int. or lien, authorized or 
issued by any such: person:or Co.; 

3. If such seeurities are secured By Mtg. 
or other lien, a copy of such Mtg. or of 
the instrament creating such lien, and a 
competent appraisal or valuation of the 
property covered: thereby, with: a specific 
statement of all prior liens thereon, if any; 

4. A full statement of facts showing: the 
gross and net earnings, actual or. estimated, 
of. any Co. making and issuing or guaran- 
teeing. such securities, or of any property 
covered by any such Mtg. or lien; 

5. All knowledge or information in the 
possession of such promoter relative to the 
character or value of such securities, or of 
the property or earning power of the per- 
son or Co, making, and issuing: or guar- 
anteeing the same; 

6. A copy of any general or public. pros- 
pectus or advertising matter which is to be 
used in. connection. with such promotion, 
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and no such prospectus or advertising mat- 
ter shall be used unless the same has been 
filed hereunder ; 

7. The names, addresses and selling terri- 
tory in this State of any agents by or 
through whom any such securities are to 
be sold, and so such agents shall be em- 
ployed uniess such statements with respect 
to them have been filed hereunder ; 

8. The name and address of such pro- 
moter, including the names and addresses 
of all partners, if the promoter be a part- 
nership, and the names and addresses of the 
directors or trustees, and of any person 
owning 10% or more of the capital stock, 
if the promoter be a Corp. or Asso.; 

o A statement showing in detail the plan 
on which the business or enterprise is to be 
conducted ; 

10. The articles of co-partnership or 
Asso., and ail other papers pertaining to 
its organization, if the securities be made 
and issued by a co-partnership or unincor- 
porated Asso. ; 

It. A copy of its charter or articles of 
incorporation if the securities be made and 
issued by a Corp.; 

12. A filing fee of $25 to be deposited 
with the State Examiner only. 

Sec. 3. Every foreign Corp. before sell- 
ing or offering for sale any speculative 
securities in this State shall also file its 
written consent, irrevocable, that actions 
may be commenced against it in the proper 
courts of any Co. or district in this State 
in which a cause of action may arise, by 
the service of process on tne Sec. of State, 
or on the Co. clerk of the Co. in which 
the action shall be brought, and stipulating 
and agreeing that such service of process 
shall be taken and held in all courts to be 
as valid and binding as if due service had 
been made on the Co. itself, according to 
the laws of this or any other State, and 
such instrument shall be authenticated by 
the seal of such foreign Corp., and shalt 
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be accompanied by a duly certified copy 
of the order or resolution of the board of 
directors, trustees or managers of the 
Corp. authorizing the said Sec. and Pres. 
to execute the same. 

Sec. 4. It shall be the duty of the State 
Examiner as soon as practical, to examine 
the statement and documents so filed, and 
if he shall deem it advisable, he shall make 
or have made a detailed inspection, exam- 
ination, audit and investigation of the 
affairs of the makers or guarantors of 
such securities. As a part of the afore- 
said inspection, examination, audit and in- 
vestigation, he may cause an appraisal to 
be made of the property of the maker or 
guarantor, if, from the statements, papers 
and documents on file, and the investiga- 
tion of the State Examiner, or otherwise, 
the State Examiner shall find that the pro- 
moters’ literature or advertising is mislead- 
ing and calculated to deceive purchasers or 
investors, or that any of the statements, 
papers and documents on file are inaccurate 
or contain any untrue statements of fact, 
he shall make a written statement of such 
findings, copies of which shall be filed in 
the office of the Co. clerk in each Co. in 
which are filed the documents required to 
be filed by Sec. 2 hereof, and he shall im- 
mediately cause a copy thereof to be sent 
to the promoter and to all selling agents 
designated in the statement on file here- 
under. If the State Examiner shall find 
that the promoters’ literature is not mis- 
leading or calculated to deceive purchaser 
or visitors, he shall issue a permit for the 
sale of such securties. Such permit. shall 
state that an examination has been made 
as required by law, and that permission to 
sell such securities is granted and must 
also state in bold type that the issuance 
of said permit is not a recommendation or 
endorsement of the securities mentioned 
thereon. Every promoter offering for sale 
any securities in this State must produce 
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and show to the prospective purchaser such 
permit from the State Examiner. 

Sec. 5. Any person, copartnership, Asso. 
or Corp. being dissatisfied with any finding 
or findings of the State Examiner made in 
accordance with the provisions of this Act, 
may within 30 days from the making 
thereof commence an action in any court 
of competent jurisdiction within the State 
against such State Examiner as defendant, 
to vacate and set aside said finding or find- 
ings on the ground that the same are un- 
just and unreasonable. The rules of plead- 
ing and procedure in such action shall be 
the same as are provided by law for the 
trial of equitable actions in the district 
courts of this State, and on the hearing 
the judge of said court may set aside, mod- 
ify or confirm said finding or findings as 
the evidence may require. Appeals may be 
taken from the decision of the District 
Court to the Supreme Court by either 
party in the same manner as is provided by 
law in other civil actions. If no action 
shall be brought to set aside said findings 
within 30 days, the same shall become final 
and binding, and it shall be unlawful for 
the promoter or any broker or agent of 
said promoter to sell, offer for sale, or by 
means of any advertisement, circular or 
prospectus or by any other form of public 
offering to attempt to promote the sale of 
any such speculative securities in this 
State. 

Sec. 6. No amendment of the charter, 
articles of incorporation, constitution ` or 
by-laws of any such Corp., or the articles 
of Asso. or by-laws of any unincorporated 
Asso. subject to this Act, shall become 
operative until a copy of the same has 
been filed with the State Examiner and 
Co. clerks as provided in regard to the 
original filing of charters, articles of incor- 
poration or Asso., constitution and by- 
laws, and it shall be unlawful for any per- 
son, copartnership, Asso. or Corp. to 1rans- 
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act business on any other plan than that 
set forth in the statement requtred to be 
filed by Sec. 2 of this Act, or to make, 
issue or sell or offer for sale amy specula- 
tive security or securities required to be 
filed by Sec. z of this Act, until a written 
statement showing in full detail the pro- 
posed new plan of transacting business and 
a copy of the proposed new security or 
securities shall have been filed in like man- 
nér as provided in regard to the original 
plan of business and proposed security or 
securities. 

Sec. 7. The provisions of this Act shali 
not apply to 

a. Securities of the U. S. or any foreign 
Gov., or of any state or territory, or of 
any county, city, township, district or other 
public taxing Subdiv. of amy State or 
territory of the U. S. or any foreign Gov. ; 

b. Securities of public or quasi-public 
Corps., the issues of which are regulated by 
the public utilities commission or board of 
similar authority of any State or territory 
of the U. S.; 

c. Securities of State or Nat. banks or 
Tr. Co.’s, Mtg. Co.’s dealing exclusively in 
bona fide Mtgs. on farm and city real 
estate, or Bldg. and loan Asso. authorized 
to do business in the state; 

d. Securities of domestic Corp. organ- 
ised without capital stock, for religtous. 
charitable or reformatory purposes. 

Sec. 8. The general accounts of every 
person, co-partnership, Asso. or Corp., 
issuing Or guaranteeing any speculat‘ve 
securities subject to the provisions of this 
act, shall be kept in a business-like and in- 
telligent manner and in sufficrent detail so 
that the State Examiner or his authorized 
representative can ascertain at any time the 
financial condition of suck person, co-part- 
nership, Asso. or Corp., and the books of 
account and affairs of any such person, co- 
partnership, Asso. or Corp. shall be subject 
to examination by the said State Examimer. 
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or upon his direction by his assistants, ac- 
countants or examiners, at any time said 
State Examiner shall deem it advisable, and 
in the same manner as is now provided for 
the examination of state banks. And it is 
provided further, that every person, co- 
partnership, Asso. or Corp. making or 
guaranteeing any speculative securities sub- 
ject to the provisions of this act, shall file 
with the State Examiner and Co. clerks 
at the close of business Dec. 31st, March 
31st, June 30th, and Sept. 30th of each 
year, and at such other times as may be 
required by the State Examiner, a state- 
ment certified by the oath of some person 
having actual knowledge of the facts 
therein stated, setting forth, in such form 
as may be prescribed by the State Ex- 
aminer, the financial condition, amount of 
property and liabilities of such person, co- 
partnership, Asso. or Corp. and such other 
information as said State Examiner may 
require. It shall be unlawful for any per- 
son, partnership, Asso. or Corp. subject to 
the provisions of this act, failing or refus- 
ing to comply with the provisions of this 
Sec. within 1o days after compliance is 
required, to thereafter sell or offer for 
sale in this state any speculative stock 
which said person, partnership, Asso. or 
Corp. is selling or offering for sale in this 
state. 

Sec. 9. The State Examiner shall have 
power upon reasonable notice either upon 
his own initiative or upon complaint of any 
responsible person, to make or cause to be 
made any special inspection or investigation 
that he may deem necessary, in connection 
with the promotion, sale, disposal, or offer- 
ing for sale or disposal in this state, of 
any C’t’f’s, shares, stocks, bonds, securities, 
contracts, or contracts or bonds for deeds. 
to determine whether the same constitute 
a violation of this act or any other statute 
of this state, by any individual, co-partner- 
ship, Corp. or Asso., promoting, offering, 
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selling .or pledging the same; and the 
State Examiner shall have the power to 
issue subpoenas and process compelling the 
attendance of any person and the produc- 
tion of any papers or books for the pur- 
poses of such investigation and examina- 
tion, and shall have power to administer an 
oath to any person whose testimony may 
be required on such examination or in- 
vestigation; and any person who shall re- 
fuse to obey any such subpoena or make 
answer to any competent and material 
question propounded to him by the State 
Examiner shall upon conviction in any 
court of competent jurisdiction be deemed 
guilty of a misdemeanor, and fined in any 
sum not exceeding $500 or be punished by 
confinement in the county jail for not more 
than go days, or by both such fine and 
imprisonment. Upon the conclusion of any 
such investigation, the State Examiner may 
make findings of fact touching the matter 
or matters under investigation and such 
findings shall be prima facie evidence of 
the truth of the matters therein found by 
the State Examiner in any action, either 
civil or criminal, instituted under any of 
the laws or statutes of this state against 
the person, persons, partnership, Corp. or 
Asso. The notice herein provided for may 
be given by registered letter mailed to the 
last known address of person or persons 
or Corp. to be investigated and the State 
Examiner's Ctf shall be sufficient evi- 
dence of such notice and the mailing thereof. 

Sec. 10. Any person who shall know- 
ingly make or file or cause to be made or 
filed with the State Examiner any state- 
ment, document, circular, advertisement or 
prospectus, required to be filed by this act, 
which is false in any material respect or 
matter, or who shall commit in this state 
any act declared to be unlawful by Secs. 
2, 5. 6 and 8 of this act, shall be deemed 
guilty of a felony, and on conviction in 
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any court of competent jurisdiction pun- 
ished by a fine of not less than $100 or 
more than $5,000, or by imprisonment in 
the state penitentiary for not less than 
I nor more than 5 years, or by both such 
fine and imprisonment. 

Sec. 11. This act shall not apply to the 
owner of any speculative security, who is 
not the maker or issuer thereof, who shall 
acquire and sell the same for his own ac- 
count in the usual and ordinary course of 
business and not for the direct or indirect 
promotton of any enterprise or scheme 
within the purview of this act, providing 
that such ownership is in good faith. Re- 
peated or successive sales of any such 
speculative ‘security or securities shall be 
prima facie evidence that the claim of 
ownership is not bona fide, but is a mere 
shift or device to evade the provisions of 
this act. 

Sec. 12. All fees herein provided for 
shall be collected by the State Examiner 
and shall be turned into the state treasury, 
and the State Examiner is hereby author- 
ized to appoint a special assistant who shall 
have charge of the administration of this 
act under the direction of the said State 
Examiner, and who shall receive a salary 
of $2,000 per annum. 

- Sec. 13. In any case wherein the value 

of the securities or contracts hereinbefore 
enumerated are in any way dependent upon 
the present or proposed development of 
land or mines, oil or gas wells, the State 
Examiner may cause such investigation 
thereof as he may desire to be made by 
experts from the appropriate departments 
of the state government or the state uni- 
versity, or both, as the case may be. 

SEC. 14. Any person who shall know- 
ingly or wilfully subscribe to, or make or 
cause to be made any false statements or 
false entry in any book of account of any 
person, co-partnership, Asso. or Corp., syb- 
ject to the provisions of this act, or ex- 
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hibit any false paper witir netextiom of de- 
ceiving any perses aathorized. to enansere 
into the: affams af such persen, co-pdrtner-. 


lish any false statement: of the fimancial 
condition of any persen, copartnership, 
Asso. or Carp: subjeet to thie provisiens 
of this act, ar shall knmweingiy make any 
false statements materially affecting: the 
value of the stacks, bonds. or other seen 
ities offered for sale. by any such persen, 
co-pastnership, Asso: oc Cerp, shal be 
deemed guilty of a felony and upem con- 
viction. thereof shali be fired not less than. 
$10@ nos more tham $5,000; os shalk be ime- 
prisoned not less than £: yerr nor more 
than BO years: im the state penitentiary. 

Sec. 15. This act ghali take effect amd 
be in force from and after ies: passage. 
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